HESS CORPORATION 


2009 Annual Report 


OUR COMPANY 


Hess Corporation is a leading global independent energy 
if Cs company engaged in the exploration for and production of crude 
oil and natural gas, as well as in refining and in marketing refined 
petroleum products, natural gas and electricity. Our strategy is to build a company 
that will sustain profitable growth and create significant shareholder value. 


We are committed to meeting the highest standards of corporate citizenship by 


protecting the health and safety of our employees, safeguarding the environment 
and making a positive impact on the communities in which we do business. 
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FINANCIAL AND OPERATING HIGHLIGHTS 


Amounts in millions, except per share data 2009 2008 


FINANCIAL — FOR THE YEAR 


Sales and other operating revenues $ 29,614 $ 41,134 
Net income attributable to Hess Corporation $ 740 $ 2,360 
Net income per share diluted $ 2.27 $ 7.24 
Common stock dividends per share $ .40 $ 40 
Net cash provided by operating activities $ 3,046 $ 4,688 
Capital and exploratory expenditures $ 3,245 $ 4,828 
Weighted average diluted shares outstanding 326.0 325.8 


FINANCIAL — AT YEAR END 


Total assets $ 29,465 $ 28,589 
Total debt $ 4,467 $ 3,955 
Total equity $ 13,528 $ 12,391 
Debt to capitalization ratio® 24.8% 24.2% 
Common stock price $ 60.50 $ 53.64 


OPERATING — FOR THE YEAR 
Production — net 


Crude oil and natural gas liquids (thousands of barrels per day) 


United States 71 42 

International 222 224 
Total 293 266 
Natural gas (thousands of Mcf per day) 

United States 93 78 

International 597 611 
Total 690 689 

Barrels of oil equivalent (thousands of barrels per day) 408 381 


Marketing and Refining (thousands of barrels per day) 
Refining crude runs—HOVENSA L.L.C.© 201 221 
Refined products sold 473 472 


(a) Total debt as a percentage of the sum of total debt and total equity. 
(b) Reflects the Corporation's 50% share of HOVENSA’s crude runs. 


See Management's Discussion and Analysis of Results. 
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In 2009, our company delivered strong financial and 
operational performance in a challenging economic 
environment and generated earnings of $740 
million, or $2.27 per share. While our earnings were 
lower than the previous year, our results reflected 

a significant increase in production, successful 
cost reduction efforts and crude oil prices that rose 
throughout the year. 


As in the past, we continued to execute our strategy 
to generate sustainable growth over the long term in 
Exploration and Production and operate Marketing 
and Refining for current returns and free cash flow. 


Exploration and Production, which earned $1.04 
billion, had outstanding growth in production, which 
rose 7 percent to 408,000 barrels of oil equivalent 
per day. We replaced 103 percent of production 

at a finding, development and acquisition cost of 
about $20 per barrel of oil equivalent. At year end, 
our proved reserves were 1.44 billion barrels of oil 
equivalent and our reserve life was 9.5 years. 


Marketing and Refining earned $127 million by 
reducing costs and increasing efficiency in a difficult 
economy. Refining was negatively impacted by 
lower margins. Energy Marketing had a strong 


performance with higher sales than the previous year. 


Retail Marketing had reduced margins and gasoline 
volumes, but these were partially offset by an 11 
percent increase in convenience store sales. 


We are fortunate to have an attractive portfolio 

of investment opportunities to deliver sustainable 
growth in our reserves and production. For 2010, 
our capital and exploratory budget is $4.1 billion, 
with substantially all of it targeted to Exploration and 
Production: $2.4 billion budgeted for production 
operations, $800 million for developments and 
$850 million for exploration. 


We plan to invest about $1 billion per year over the 
next five years in the Bakken shale play in North 
Dakota to boost net production from 11,000 barrels 
of oil equivalent per day currently to 80,000 barrels of 
oil equivalent per day in 2015. We also announced a 
strategic trade with Shell to increase our interests in 
the Valhall and Hod fields in Norway in exchange for 
Hess’ share in the Clair Field in the United Kingdom 
and all of our interests in Gabon. 


EXPLORATION AND PRODUCTION 


Higher production in 2009 was underpinned 

by strong volumes from the Shenzi Field in the 
deepwater Gulf of Mexico, a full year of Phase 2 
natural gas sales at the Malaysia/Thailand JDA and 
overall solid operating performance. 


We advanced several key developments in our 
global portfolio throughout the year, including the 
Valhall redevelopment and gas lift projects, offshore 


development at Ujung Pangkah in Indonesia, front- 
end engineering and design for the Tioga Gas Plant 
expansion in North Dakota and development options 
for the Pony Field in the deepwater Gulf of Mexico. 


In exploration, we strengthened our future growth 
options with continued success at our 100 percent 
owned WA-390-P Block offshore Australia, where in 
2009 we drilled seven wells, six of which were natural 
gas discoveries. In offshore Libya, we successfully 
tested the A1 discovery well on our 100 percent 
owned Area 54 license and subsequently drilled and 
successfully tested an appraisal well. 


MARKETING AND REFINING 


Our financial results in Marketing and Refining were 
lower in 2009 than the previous year as the weak 
economy had a negative impact on our business, 
particularly in refining, where our HOVENSA joint 
venture experienced losses from significantly lower 
distillate crack spreads and narrower light/heavy 
crude oil differentials. 


Energy Marketing, which provides energy to more 
than 18,000 commercial and industrial customers 
in the eastern United States, generated continued 
growth with increased sales of natural gas, fuel oil 
and electricity. 


Retail Marketing, which has 1,357 gasoline and 
convenience stores along the East Coast of the U.S., 
experienced a decline in fuel volumes and margins 
but an increase in convenience store sales, which 
were bolstered by the continued roll-out of Dunkin’ 
Donuts offerings. 


SAFETY AND SOCIAL RESPONSIBILITY 


In 2009, our safety performance improved for the 
fifth consecutive year as we reduced our combined 
employee and contractor incident rate by nearly 25 
percent. This progress is a result of the engagement 
of our entire work force and the success of our 
management systems. 


Our company is committed to making a long-lasting 
positive impact on the communities where we 


operate. Our educational partnership in Equatorial 
Guinea is helping transform primary education across 
the nation through model schools and teacher 
training, with 900 teachers enrolled in a two-year 
certification course graduating in early 2010. In Libya, 
we started work with the National Oil Corporation 
and Partners Harvard Medical International on a 
program to address the high rate of diabetes in the 
country, concentrating on disease prevention and 
treatment and the training of medical personnel. In 
St. Lucia, we partnered with the International 

Medical Corps to assess the needs of St. Jude 
Hospital following a devastating fire. We contributed 
initial emergency supplies and developed a long 

term plan to provide equipment and medical training. 


Hess received significant recognition last year for 

our efforts to build a sustainable enterprise. We 
were honored to receive the Responsible CEO of 
the Year Award from CRO Magazine, achieve a 
grade of A+ by the Global Reporting Initiative for our 
annual Sustainability Report and rank in the Carbon 
Disclosure Project Global 500 Leadership Index. 


We deeply appreciate the hard work and dedication 
of our employees to build a company that has 

the speed, agility and entrepreneurial spirit of an 
independent and the global reach of companies 
many times our size. We are grateful, as always, for 
the outstanding advice and guidance of our Board 
of Directors. We especially want to thank you, our 
stockholders, for your continued interest and support. 


bess 


John B. Hess 
Chairman of the Board and Chief Executive Officer 


March 3, 2010 
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PRODUCTION 


In 2009, net production averaged 408,000 barrels 
of oil equivalent per day, up from 381,000 barrels 
of oil equivalent per day in 2008. This increase 
resulted from the start-up of the Shenzi Field in 
the deepwater Gulf of Mexico, higher production 
at the Malaysia/Thailand Joint Development Area 
(JDA) and strong operating performance across 
the portfolio. 


In the United States, the Shenzi Field (Hess 28%) 
achieved first production in March and ended the 
year strongly with net production of nearly 40,000 
barrels of oil equivalent per day. The Conger Field, 
which is also in the deepwater Gulf of Mexico, 
recovered from 2008 hurricane damage and with 
the addition of two wells ended 2009 producing 
16,000 net barrels of oil equivalent per day. During 
the year, we continued to build our position in the 
North Dakota Bakken shale play. We increased 
our land holdings, drilled 33 wells and raised our 
net production to more than 11,000 barrels of oil 
equivalent per day at year end. 


In the Malaysia/Thailand JDA, a full year of Phase 
2 natural gas sales was achieved at Block A-18 
(Hess 50%). Net natural gas sales from the block 
reached 319 million cubic feet per day in December. 
In Russia, continued development drilling in 
conjunction with strong reservoir performance 
enabled production to achieve peak rates of 40,000 
barrels of oil equivalent per day at year end. 


Shenzi Field, Gulf. of Mexico 


In December, the company announced a strategic 
asset trade with Shell through which Hess will 
assume Shell’s 28 percent interest in the Valhall 
Field and 25 percent interest in the satellite Hod 
Field in Norway. In return, Shell will assume Hess’ 
9 percent interest in the Clair Field in the United 
Kingdom and all of Hess’ interests in Gabon. 


DEVELOPMENT 


In North America, the company continued the 
development of the Residual Oil Zone at the 
Seminole San Andres Unit (Hess 34%) in the 
Permian Basin in West Texas with the expansion 

of the Seminole gas plant and the development 

of the West Bravo Dome CO, Field. The company 
also completed front end engineering and design 
(FEED) for the Tioga gas plant expansion associated 
with the Bakken oil shale development in the 
Williston Basin in North Dakota. 


At the Hess operated Pony Field (Hess 100%), 

in the deepwater Gulf of Mexico, we completed 
FEED for the topsides, hull and subsea equipment 
and continued discussions on a joint operating 
agreement with the Knotty Head partnership in the 
adjacent block to the south. In 2010, the company 
plans to drill an additional appraisal well on Green 
Canyon Block 469 to test the eastern extent of the 
Pony structure. 


Learning Center, Houston, Texas 


In Indonesia, the company commissioned the 
Ujung Pangkah liquefied petroleum gas processing 
facility (Hess 75%) during the first quarter while 
progressing the offshore development via a 
second wellhead platform and production and 
utility platforms. 


In the Norwegian North Sea, the company approved 
the Valhall Flank Gas Lift project (Hess 28%) that 

is advancing in parallel with the ongoing Valhall 
Redevelopment. The redevelopment project 
achieved major milestones in 2009 with installation 
of the new jacket and ongoing fabrication of the 
main deck and personnel accommodations. 


EXPLORATION 


In 2009, Hess acquired new acreage in the United 
States, Indonesia, Australia and Norway which 
builds upon existing positions and adds significant 
exploration opportunities to the portfolio. Of 
particular note were the acquisition of more than 
80,000 net acres in the Marcellus unconventional 
shale gas play in northeastern Pennsylvania and the 
awarding of the South Sesulu Block in Indonesia. 


2009 was another active year for exploration and 
appraisal drilling and resulted in successful wells 
in Australia, Malaysia, Libya, the United Kingdom 


and Peru. In Australia, the second phase of drilling 
on the 100 percent owned WA-390-P Block 
commenced with seven wells being drilled, six 

of which resulted in natural gas discoveries. 

In total, 11 exploration wells have now been 
drilled on the license, nine of which have 
discovered gas accumulations. Exploration 
drilling also commenced on the nearby WA-404-P 
Block (Hess 50%) with a gas discovery on the 
Martell prospect. Exploration drilling will continue 
in 2010 on both Australia licenses in parallel 

with analysis of commercialization options. 


In Libya the A1-54/01 discovery on the Arous 
Al-Bahar prospect in 2,800 feet of water was 
re-entered and successfully tested utilizing the 
newly built Stena Forth drillship, which is under 
long term contract to Hess. The rig then drilled 
and successfully tested the down-dip appraisal 
well A2-54/01. 


In Brazil two wells were drilled on the BM-S-22 
License (Hess 40%) in 7,000 feet of water; the 
Azulao well resulted in the filing of a notice of 
discovery and the Guarani well was expensed. 
A third well on the license is planned in 2010. 


In addition, exploitation drilling continued in 2010 
with successful activity in the United Kingdom, 
Russia and onshore Libya. 
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REFINING 


Our HOVENSA joint venture refinery in the United 
States Virgin Islands is one of the largest in the 
world. Jointly owned by Hess and Petroleos de 
Venezuela S.A., the facility is strategically positioned 
and enjoys strong economies of scale. 


The refinery has 500,000 barrels per day of crude 
distillation capacity and a 150,000 barrel per day 
fluid catalytic cracking unit (FCC), which allows it to 
make significant volumes of high-quality gasoline 
and distillates. In addition, the refinery has a 58,000 
barrel per day delayed coking unit, which enables 
the refinery to process lower-cost heavy crude oils. 
Gross crude runs at the refinery averaged 402,000 
barrels per day in 2009 versus 441,000 barrels per 
day in 2008. Lower crude runs in 2009 reflected 
the weak margin environment and unplanned 
maintenance during the year. 


Our Port Reading, New Jersey FCC facility located 
near New York Harbor produces gasoline and fuel 
oil primarily for markets in the Northeast United 
States. The facility averaged feedstock runs of 
about 63,000 barrels per day in 2009 versus 
64,000 barrels per day in 2008. 


SUPPLY & TERMINALS 


Hess operates a network of 20 refined product 
terminals on the East Coast of the United States, 
as well as an oil storage facility in St. Lucia. 


Our East Coast terminals provide the company 

a competitive advantage in the supply of refined 
products to our Retail and Energy Marketing 
businesses. Third-party utilization of our storage 
tanks was high throughout the year, generating 
incremental revenue for the Hess terminal network. 


In 2009, Hess terminals in Baltimore, Maryland 
and in Syracuse, New York added renewable fuels 
blending capability, and our marine bunker fuels 
business added a port location in Charleston, 
South Carolina. 


ENERGY MARKETING 


Hess Energy Marketing is a major supplier of natural 
gas, fuel oil and electricity to commercial, industrial 
and utility customers in the Eastern United States. 


In 2009, natural gas volumes increased by nearly 
3 percent and electricity volumes increased by 
more than 36 percent compared with 2008. Strong 
customer relationships and multi-commodity 
product offerings position Hess Energy Marketing 
for continued growth. 


RETAIL MARKETING 


Hess is the leading independent gasoline 
convenience store retailer on the East Coast 
with 1,357 Hess branded locations. 


Annual convenience store revenues in 2009, 
excluding petroleum products, were approximately 
$1.2 billion, an increase of more than 10 percent 
from 2008. During the year, the company acquired 
11 gasoline-convenience stores in Cape Cod, 
increasing our market presence in Massachusetts. 
We expanded our Dunkin’ Donuts offering to 367 
Hess and WilcoHess locations by the end of 2009. 
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SOCIAL RESPONSIBILITY 


Our company is committed to meeting the global 
demand for energy in a manner that safeguards the 
health and safety of our employees, preserves the 
environment and makes a sustainable and positive 
impact on the communities where we operate. 


In 2009, we improved our safety performance for 
the fifth consecutive year, reducing our combined 
employee and contractor safety incident rate 

by nearly 25 percent. Our safety and health 
management systems support our commitment 
to continuous improvement. 


We made progress on climate change by setting 

a greenhouse gas intensity reduction target for 
2013 that is 20 percent below the 2008 baseline 
for our oil and gas operations. Emission reductions 
are being achieved through projects in Algeria 

and Equatorial Guinea that enhance production 
while reducing the amount of gas flared. We have 
also instituted a company-wide energy efficiency 
program, obtaining 10 percent of all electricity used 
in our operations from renewable sources. 


Our management systems establish expectations 
for resource conservation, pollution prevention and 
facility design optimization to minimize the potential 
environmental impacts from our activities. In 2009, 
the volume of oil spilled from our operations was 
75 percent less than 2008. 


We partner with a variety of stakeholders to 
advance education and health in communities 
where we operate. In Equatorial Guinea, we are 
helping transform primary education on a national 
scale with model schools, teacher training and 
materials and building renovations. Our commitment 
to improving education is also evident in Thailand, 
where we are helping schools enhance library 
services for their students. In Libya, the company 
together with the National Oil Corporation and 
Partners Harvard Medical International conducted 
a study to develop a plan for a diabetes prevention, 
treatment and training program. In Indonesia, 
community programs are providing new water wells 
and distribution networks for clean drinking water. 


The company engages in voluntary initiatives in 
support of human rights, environmental protection 
and financial transparency. Hess has endorsed 
four major voluntary frameworks: The Voluntary 
Principles, the Universal Declaration on Human 
Rights, the United Nations Global Compact, and the 
Extractive Industries Transparency Initiative. In 2009, 
we performed a Human Rights Risk Assessment in 
Southeast Asia and conducted training to conform 
with the voluntary multi-stakeholder initiatives we 
have endorsed. 


We are proud of the progress we made in 2009 
and we will continue to pursue our strategy to 
improve our performance and develop partnerships 
in social responsibility. 
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PART I 


Items 1 and 2. Business and Properties 


Hess Corporation (the Registrant) is a Delaware corporation, incorporated in 1920. The Registrant and its 
subsidiaries (collectively referred to as the Corporation or Hess) is a global integrated energy company that operates 
in two segments, Exploration and Production (E&P) and Marketing and Refining (M&R). The E&P segment 
explores for, develops, produces, purchases, transports and sells crude oil and natural gas. These exploration and 
production activities take place principally in Algeria, Australia, Azerbaijan, Brazil, Colombia, Denmark, Egypt, 
Equatorial Guinea, Gabon, Ghana, Indonesia, Libya, Malaysia, Norway, Peru, Russia, Thailand, the United 
Kingdom and the United States. The M&R segment manufactures refined petroleum products and purchases, 
markets and trades, refined petroleum products, natural gas and electricity. The Corporation owns 50% of a refinery 
joint venture in the United States Virgin Islands. An additional refining facility, terminals and retail gasoline 
stations, most of which include convenience stores, are located on the East Coast of the United States. 


Exploration and Production 


The Corporation’s total proved developed and undeveloped reserves at December 31 were as follows: 


Crude Oil Total Barrels of 
and Oil 
Natural Gas Equivalent 
Liquids Natural Gas (BOE)* 
2009 2008 2009 2008 2009 2008 
(Millions of barrels) (Millions of mcf) (Millions of barrels) 
Developed 
United States ......... 154 119 205 202 188 153 
Europe.............. 171 192 417 502 241 276 
ATTICA sos eden grantee 241 237 59 60 251 247 
Asia and other ........ 27 23 864 667 170 134 
593 571 1,545 1,431 850 810 
Undeveloped 
United States ......... 95 108 101 74 112 120 
BUPOPG's 4sie4s tee eees 159 140 225 137 197 162 
Africa .............. 73 87 12 9 75 89 
Asia and other ........ 47 64 938 1,122 203 251 
374 399 1,276 1,342 587 622 
Total 
United States ......... 249 227 306 276 300 273 
Europe.............. 330 332 642 639 438 438 
Te gs ars canoes 314 324 71 69 326 336 
Asia and other ........ 74 87 1,802 1,789 373 385 
967 970 2,821 25773 1,437 1,432 


* Reflects natural gas reserves converted on the basis of relative energy content (six mcf equals one barrel). 


On a barrel of oil equivalent (boe) basis, 41% of the Corporation’s worldwide proved reserves are undeveloped 
at December 31, 2009 (43% at December 31, 2008). Proved reserves held under production sharing contracts at 
December 31, 2009 totaled 24% of crude oil and natural gas liquids and 57% of natural gas reserves (28% and 58% 
respectively, at December 31, 2008). 


The Securities and Exchange Commission (SEC) revised its oil and gas reserve estimation and disclosure 
standards effective December 31, 2009. See the Supplementary Oil and Gas Data on pages 77 through 84 in the 
accompanying financial statements for additional information on the Corporation’s oil and gas reserves. 
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Worldwide crude oil, natural gas liquids and natural gas production was as follows: 


Crude oil (thousands of barrels per day) 
United States 


(ONS IOV arcs te © ee cane Seger ceh a Sse ge ed adie sod iek esse Be aca 
Offshore os 6.04 oes oad sbetawieebereetecexendeeed oan 


Europe 


Natural gas liquids (thousands of barrels per day) 
United States 
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Europe 


Natural gas (thousands of mcf per day) 
United States 
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Europe 


2009 


2007 


Asia and other 


Joint Development Area of Malaysia/Thailand (JDA) .................-. 294 «185115 
Dhawland 2. 558 Sees Sa EAR SAG Sg BR Dia SRR Ses SSSA 85 87 90 
Indonesia e.. poeta te dee bee ea ee eee es DP Re ee 65 82 59 
OUnet ss aa se ace west dk eee does oA we IY ae Sole SG ae aS 2 2 2 
446 356 266 

Ota 282.25 oh ood, 2 eae beatae ee St oe ean PRL Seeds eee ees 690 §=689_ 613 
Barrels of oil equivalent®... 2.0.0.0... eee 408 381 377 


* Reflects natural gas production converted on the basis of relative energy content (six mcf equals one barrel). 


A description of our significant E&P operations follows: 


United States 


At December 31, 2009, 21% of the Corporation’s total proved reserves were located in the United States. 
During 2009, 24% of the Corporation’s crude oil and natural gas liquids production and 13% of its natural gas 
production were from United States operations. The Corporation’s production in the United States was principally 
from properties offshore in the Gulf of Mexico, which include the Shenzi (Hess 28%), Llano (Hess 50%), Conger 
(Hess 38%), Baldpate (Hess 50%), Hack Wilson (Hess 25%) and Penn State (Hess 50%) fields, as well as onshore 
properties in the Williston Basin of North Dakota and in the Permian Basin of Texas. 


In the deepwater Gulf of Mexico, production commenced at the Shenzi Field in March 2009. Net production 
from Shenzi averaged approximately 25,000 barrels of oil equivalent per day (boepd) in 2009. The operator plans on 
drilling additional production wells at Shenzi in 2010. 


In North Dakota, the Corporation holds a net acreage position in the Bakken shale play of approximately 
510,000 acres. In 2009, the Corporation sanctioned a development program for the Bakken. The Corporation plans 
to expand production facilities and increase the rig count to 10 from 3 over the next 18 months, and invest about 
$1 billion per year over the next five years. As a result, the Corporation projects an increase in net production from 
approximately 10,000 boepd in 2009 to approximately 80,000 boepd in 2015. 


The Corporation is developing a residual oil zone at the Seminole-San Andres Unit (Hess 34%) in Texas where 
carbon dioxide gas supplied from its interests in the West Bravo Dome and Bravo Dome fields in New Mexico is 
being injected to enhance recovery of crude oil. 


At the Pony prospect on Green Canyon Block 468 (Hess 100%) in the deepwater Gulf of Mexico, engineering 
and design work for field development progressed during 2009. The Corporation plans to drill an appraisal well on 
Green Canyon Block 469 in 2010. 


In 2009 the Corporation acquired rights to explore a total of more than 80,000 net acres in the Marcellus gas 
shale formation in Pennsylvania. The Corporation is operator and holds a 100% interest on approximately 
50,000 acres and holds a 50% non-operated interest in the remaining acreage. Exploration drilling activity is 
expected to commence in 2010. 


At December 31, 2009, the Corporation had interests in 331 total blocks in the Gulf of Mexico, of which 292 
were exploration blocks comprising 1.1 million net undeveloped acres and the remainder were held for production 
and development operations. 


Europe 


At December 31, 2009, 30% of the Corporation’s total proved reserves were located in Europe (United 
Kingdom 8%, Norway 13%, Denmark 3% and Russia 6%). During 2009, 29% of the Corporation’s crude oil and 
natural gas liquids production and 22% of its natural gas production were from European operations. 
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United Kingdom: Production of crude oil and natural gas liquids from the United Kingdom North Sea was 
principally from the Corporation’s non-operated interests in the Nevis (Hess 39%), Schiehallion (Hess 16%), Clair 
(Hess 9%), Bittern (Hess 28%) and Beryl (Hess 22%) fields. Natural gas production from the United Kingdom was 
primarily from the Easington Catchment Area (Hess 32%), Bacton area (Hess 22%), Beryl (Hess 22%), Everest 
(Hess 19%), Lomond (Hess 17%), Nevis (Hess 39%), Atlantic (Hess 25%) and Cromarty (Hess 90%) fields. The 
operator plans to drill additional production wells at Beryl in 2010. 


Norway: Substantially all of the 2009 and 2008 Norwegian production was from the Corporation’s interest in 
the Valhall Field (Hess 28%). A field redevelopment for Valhall commenced in 2007 and is expected to be completed 
in 2011. In 2010, the operator plans on drilling additional production and injection wells at Valhall. Additionally in 
2010, the operator will continue to work on the Valhall Flank Gas Lift project, which was sanctioned in 2009 and is 
expected to be completed in 2011. The Corporation also holds an interest in the Snohvit (Hess 3%), Snorre (Hess 1%) 
and Hod (Hess 25%) fields. All four of the Corporation’s Norwegian field interests are located offshore. 


In December 2009, the Corporation agreed to a strategic exchange of all of its interests in Gabon and the Clair 
Field in the United Kingdom for an additional 28% interest in Valhall and 25% interest in Hod. The transaction, 
which has an effective date of January 1, 2010, is subject to various regulatory and other approvals. In addition, the 
partners are in discussions regarding the applicability of pre-emption to this transaction. 


Denmark: Crude oil and natural gas production comes from the Corporation’s interest in the South Arne 
Field (Hess 58%). In 2010, the Corporation plans a two well production drilling program. 


Russia: The Corporation’s activities in the Russian Federation are conducted through its 80% interest in a 
subsidiary operating in the Volga-Urals region of Russia. As of December 31, 2009, this subsidiary had exploration 
and production rights in 13 license areas in the Samara Oblast. In December 2009 this subsidiary also secured rights 
in the Novomaliklinsky license area, which lies in the Ulyanovsk Oblast. Production currently comes from ten 
license areas, but exploration and development investment is planned in all 14 license areas. 


Africa 


At December 31, 2009, 23% of the Corporation’s total proved reserves were located in Africa (Equatorial 
Guinea 8%, Algeria 2%, Libya 11% and Gabon 2%). During 2009, 41% of the Corporation’s crude oil and natural 
gas liquids production was from African operations. 


Equatorial Guinea: The Corporation is the operator and owns an interest in Block G (Hess 85%) which 
contains the Ceiba Field and Okume Complex. The Corporation plans to drill additional production wells at Okume 
in 2010. 


Algeria: The Corporation has a 49% interest in a venture with the Algerian national oil company, that 
redeveloped three oil fields. 


Libya: The Corporation, in conjunction with its Oasis Group partners, has oil and gas production operations 
in the Waha concessions in Libya (Hess 8%). The Corporation also owns a 100% interest in offshore exploration 
Area 54 in the Mediterranean Sea, where a successful exploration well was drilled in 2008. In 2009, the Corporation 
successfully flow tested the first exploration well and subsequently drilled and successfully flow tested a down-dip 
appraisal well. In 2010, the Corporation plans to reprocess 3D seismic, integrating acquired well information, and 
will continue technical and commercial evaluation of the block. 


Gabon: The Corporation’s activities in Gabon are conducted through its wholly-owned Gabonese 
subsidiary, where the Corporation has interests in the Rabi Kounga, Toucan and Atora fields. In the fourth 
quarter of 2009, the Corporation agreed to a strategic exchange of all of its interests in Gabon for additional interests 
in the Valhall and Hod fields offshore Norway. 


Egypt: The Corporation has an interest in the West Mediterranean Block | concession (West Med Block) 
(Hess 55%), which contains natural gas discoveries and additional exploration opportunities. The Corporation is 
currently evaluating technical and commercial options for this block and further exploratory drilling is planned. The 
Corporation also owns a 100% interest in Block 1 offshore Egypt in the Red Sea. During 2009 the Corporation 
acquired and completed the reprocessing of seismic data for this block. 


P) 


Ghana: The Corporation holds a 100% interest in the Deepwater Tano Cape Three Points License. The 
Corporation is evaluating 3D seismic in anticipation of drilling the second exploration well on this prospect in late 
2010 or early 2011. 


Asia and Other 


At December 31, 2009, 26% of the Corporation’s total proved reserves were located in the Asia and other 
region (JDA 11%, Indonesia 9%, Thailand 3%, Azerbaijan 2% and Malaysia 1%). During 2009, 6% of the 
Corporation’s crude oil and natural gas liquids production and 65% of its natural gas production were from Asia and 
other operations. 


Joint Development Area of Malaysia/Thailand (JDA): The Corporation owns an interest in Block A-18 of the 
JDA (Hess 50%) in the Gulf of Thailand. Phase 2 gas sales commenced in November of 2008. In 2009, the Corporation 
acquired a 50% interest in Blocks PM301 and PM302 in Malaysia, which are adjacent to Block A-18 of the JDA. 


Indonesia: The Corporation’s natural gas production in Indonesia primarily comes from its interests 
offshore in the Ujung Pangkah project (Hess 75%), which commenced production in 2007, and the Natuna A 
Field (Hess 23%). Additional production from a Phase 2 oil project at Ujung Pangkah commenced in 2009. The 
Corporation also owned an interest in the onshore Jambi Merang natural gas development project (Hess 25%), 
which was sold in January 2010. In May 2009, the Corporation obtained a 100% working interest in the offshore 
South Sesulu Block, where the Corporation is planning to acquire and process seismic in 2010. The Corporation 
also holds a 100% working interest in the offshore Semai V Block, where the Corporation is evaluating seismic and 
plans to drill an exploration well in late 2010 or early 2011. 


Thailand: The Corporation’s natural gas production in Thailand primarily comes from the offshore Pailin 
Field (Hess 15%) and the onshore Sinphuhorm Block (Hess 35%). 


Azerbaijan: The Corporation has an interest in the Azeri-Chriag-Gunashli (ACG) fields (Hess 3%) in the 
Caspian Sea. In 2010, production drilling will continue and the operator will seek sanction to install an additional 
production and drilling platform, which will include processing facilities and related infrastructure. 


Australia: The Corporation holds a 100% interest in an exploration license covering 780,000 acres in the 
Carnarvon basin offshore Western Australia (WA-390-P Block). Through December 31, 2009, the Corporation has 
drilled 11 of the 16 commitment wells on the block, nine of which were natural gas discoveries. The Corporation plans to 
drill the remaining five commitment wells on the block in 2010. The Corporation also holds a 50% interest in WA-404- 
P Block located offshore Western Australia, which covers a total area of 680,000 acres. The operator completed a 
successful exploration well on this block in 2009 and plans to drill the remaining eight commitment wells on this block in 
2010. In January 2010, the operator announced that the first well of the 2010 program discovered natural gas. 


Brazil: The Corporation has interests in two blocks located offshore Brazil, BM-S-22 (Hess 40%) and BM- 
ES-30 (Hess 30%). In 2009, two exploration wells were completed on BM-S-22. A notice of discovery was filed for 
the first well and the second well was expensed. In 2010, the operator of BM-S-22 plans to commence drilling of a 
third exploration well in the second half of the year. In 2009, the Corporation also drilled an exploration well on 
BM-ES-30, which was expensed. 


Peru: The Corporation has an interest in Block 64 in Peru (Hess 50%). At the end of 2009, the Corporation 
was drilling a sidetrack to an exploration well on this block. Further evaluation work is planned for 2010. 


Colombia: The Corporation has interests in offshore Blocks RC 6 and RC 7 (Hess 30%). During 2009 the 
Corporation acquired 3D seismic for those blocks. Additional 3D seismic will be acquired and processed in 2010. 
Oil and Gas Reserves 


The Corporation’s net proved oil and gas reserves at the end of 2009, 2008 and 2007 are presented under the 
Supplementary Oil and Gas Data on pages 77 through 84 in the accompanying financial statements. 


During 2009, the Corporation provided oil and gas reserve estimates for 2008 to the United States Department 
of Energy. Such estimates are consistent with the information furnished to the SEC on Form 10-K for the year ended 
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December 31, 2008, although not necessarily directly comparable due to the requirements of the individual 
requests. There were no differences in excess of 5%. 


Sales commitments: The Corporation has no contracts or agreements to sell fixed quantities of its crude oil 
production. In the United States, natural gas is marketed by the M&R segment on a spot basis and under contracts 
for varying periods of time to local distribution companies, and commercial, industrial and other purchasers. The 
Corporation’s United States natural gas production is expected to approximate 30% of its 2010 sales commitments 
under long-term contracts. The Corporation attempts to minimize supply risks associated with its United States 
natural gas supply commitments by entering into purchase contracts with third parties having reliable sources of 
supply and by leasing storage facilities. 


Outside of the United States and the United Kingdom, the Corporation generally sells its natural gas 


production under long-term sales contracts at prices that are periodically adjusted due to changes in 
commodity prices or other indices. 


Average selling prices and average production costs 


ae a 
Average selling prices* 
Crude oil (per barrel) 
United ‘Statessiij ens ga ck hides Medea eid oie oid $60.67 $96.82 $69.23 
BULOPE ieee oti oe nd, Pee THe eee eee TS eae es 47.02 78.75 60.99 
PATTI A sto. 8) Ataiags ahaa ar San acl cle ersde desc pedis aitors wth aang oeeees teases 48.91 78.72 62.04 
Asiacand Othef «006 ¢.640 342 0bec0 sag aene see bees aenes 63.01 97.07 72.17 
WorldWide xi3.05 coca diiawy see tate aes Heda ee ko 51.62 82.04 63.44 
Natural gas liquids (per barrel) 
Winited States. cats State the eee ae eed a et eed ets Oe eek $36.57 $64.98 $51.89 
BUWCOPe: esse 4 aig.8 2 Sb ane ae aes a See Re a ak RG 43.23 74.63 57.20 
WotldWide ins. ead eh eG ee eee ee ee Dee ewes eee oh ee 38.47 67.61 53.72 
Natural gas (per mcf) 
United States v1.2. gic ces aie ea Syd g ee tueds tee ea eee $ 3.36 $861 $ 6.67 
BULOPS woes cece. vine. Sgities Perle d HS ERE OEP S we bao Sales 5.15 9.44 6.13 
Asia and ‘other’. 2. o5 Se Sess g ar hae eee et eee We Oe Ew eid 5.06 5.24 4.71 
WorldWide: sc anvauke 10 in eogeh edad 4e% ee eee eae. 4.85 TA7 5.60 
Average production (lifting) costs per barrel of oil equivalent 
produced** 
United States: coir si. sk wate cae area anon che nel Sade cies $13.72 $18.46 $13.56 
BULOpe:.d4 «dio ede PR a eee eke oh eee ee eee wd Se 15.77 17.12 14.06 
PRATT G01 oa ca caeige Rosey avtaends aie aetaeele Baek diemas tanta eh Daas hak, 10.93 10.22 9.09 
Asia and othet.s i222 ¢ et ii bid eae end beh Bee ee ed 7.65 8.48 8.41 
WOPGWIdS 0.2. tune desta. 3 eal neks aie beeen 5s haan 12.12 13.43 11.50 


* Includes inter-company transfers valued at approximate market prices and the effect of the Corporation’s hedging activities. 


** Production (lifting) costs consist of amounts incurred to operate and maintain the Corporation’s producing oil and gas wells, related 
equipment and facilities, transportation costs and production and severance taxes. The average production costs per barrel of oil equivalent 
reflect the crude oil equivalent of natural gas production converted on the basis of relative energy content (six mcf equals one barrel). 


The table above does not include costs of finding and developing proved oil and gas reserves, or the costs of 
related general and administrative expenses, interest expense and income taxes. 
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Gross and net undeveloped acreage at December 31, 2009 


Undeveloped 
Acreage* 

Gross Net 

(In thousands) 
WIDITCAES tates: 4... May eats coset hee os Se hs se ecavienante eee etaaacs Mh ntnn San tid Aenestaase ie Salat cee 2,993 1,969 
BULOpe:. ¢4 cd tte een sey ee wdos esd deawed Hib eee weed ees eS 2,274 760 
PATTIE, 5 2 cates ticcne ais nas oe aes a tenet ieee a, ce tear dws, Bo godess ae ean et eens Reals 9,937 6,440 
Asia and Other «3.4.6 ccik eta oes eh 6 Bs eae Eas OS SS ES eS 9,546 5,099 
OUR be, fe c05, she ete eects cee, OD w adic wok tee ens Ae. Gite Rata bien Reais 24,750 14,268 


* Includes acreage held under production sharing contracts. 


** Licenses covering approximately 30% of the Corporation’s net undeveloped acreage held at December 31, 2009 are scheduled to expire during 
the next three years pending the results of exploration activities. These scheduled expirations are largely in Africa and the United States. 


Gross and net developed acreage and productive wells at December 31, 2009 


Developed 
Applicatie to Productive Wells* 
Productive Wells Oil Gas 
Gross Net Gross Net Gross Net 
(In thousands) 
Wnited States: « ciac0 s-dnahea estes wa centers 542 466 901 487 60 45 
BUrOpe:..¢ 2a e sak eid led aie es 1,379 771 287 122 150 31 
ATIC As foe, hoods be RS hes Va ea 9,938 970 1,021 164 — — 
Asia and other ...............000% 2,190 625 69 7 349 78 
Total osc odbc ee hake Wie eh HS 14,049 2,832 2,278 780 559 154 


* Includes multiple completion wells (wells producing from different formations in the same bore hole) totaling 20 gross wells and 15 net wells. 


Number of net exploratory and development wells drilled 


Net Exploratory Net Development 
Wells Wells 
2009 2008 2007 2009 2008 2007 

Productive wells 
United States ..........0.0.000.. — 2 1 44 50 54 
PULOpes: fio Sub Sats eae es 7 11 3 12 11 14 
PRATIG As nies ta 35 atari ak 8 caesar 1 1 1 23 23 23 
Asia and other ................. 8 5 3 12 25 15 
16 19 8 91 109 106 

Dry holes 

United States ..............000.. 4 — 1 — 1 — 
EBUrOpe:: sue bs0 4 Ses eek ek aS — 3 1 _ — —_ 
PTTL Aiears cros5 a Sees cece arene cate an ees — i, 1 _— — — 
Asia and other ................. 2 1 — — — — 
6 6 3 — 1 — 
SOCAN pecan aus ies Eee aoe Oe 22 25 11 91 110 106 


Number of wells in process of drilling at December 31, 2009: 


Gross Net 

Wells Wells 

United ‘States: cs. 2st is and Oe are eine had ae BS aaa one ed Ss aces Ges 11 4 
EULOPes 0c ch6 bes thee Oe hh OPES LEO EPA me eede eet eeo too Saas 2 1 
PUTA A 2257s oto, arches et one, actos Seis: 222 Gsiae Se. same eu Gaute ates: Goats ah keine ay dae Sas eben eaten cea eae 9 1 
Asia-and: Other i. 34. dawe os ah a bw ee oe ed wh we BE ER 8 2 
TOCA cscse. i, e005 62 esata Pecetses A eb Gye oe BN cau i zone ee Pachter Manis ad UL be alEgieh mh Acteteleatse Bi 30 8 


Number of net waterfloods and pressure maintenance projects in process of installation at December 31, 
2009 — 1 


Marketing and Refining 
Refining 


The Corporation owns a 50% interest in HOVENSA L.L.C. (HOVENSA), a refining joint venture in the United 
States Virgin Islands with a subsidiary of Petroleos de Venezuela S.A. (PDVSA). In addition, it owns and operates a 
refining facility in Port Reading, New Jersey. 


HOVENSA: Refining operations at HOVENSA consist of crude units, a fluid catalytic cracking unit (FCC) 
and a delayed coker unit. 


The following table summarizes capacity and utilization rates for HOVENSA: 


Refinery Refinery Utilization 
Capacity 2009 2008 2007 


(Thousands of 
barrels per day) 


Crude.) ayek cue eet SAS bad Ql ek Se oe eee 500 80.3% 88.2% 90.8% 
Fluid catalytic cracker ....... 2. eee eee eee 150 70.2% 72.7% 87.1% 
COKE cciceties ctie.d Shisien Bog Avleteen a tdeedal Godea nes atauns ode Eudeatass 58 81.6% 92.4% 83.4% 


The delayed coker unit permits HOVENSA to run lower-cost heavy crude oil. HOVENSA has a long-term 
supply contract with PDVSA to purchase 115,000 barrels per day of Venezuelan Merey heavy crude oil. PDVSA 
also supplies 155,000 barrels per day of Venezuelan Mesa medium gravity crude oil to HOVENSA under a long- 
term crude oil supply contract. The remaining crude oil requirements are purchased mainly under contracts of one 
year or less from third parties and through spot purchases on the open market. After sales of refined products by 
HOVENSA to third parties, the Corporation purchases 50% of HOVENSA’s remaining production at market prices. 


Gross crude runs at HOVENSA averaged 402,000 barrels per day in 2009 compared with 441,000 barrels per 
day in 2008 and 454,000 barrels per day in 2007. The 2009 and 2008 utilization rates for HOVENSA reflect weaker 
refining margins and planned and unplanned maintenance. The 2008 utilization rates also reflect a refinery wide 
shut down for Hurricane Omar. In January 2010, HOVENSA commenced a turnaround of its FCC unit which is 
expected to take approximately 40 days. 


Port Reading Facility: The Corporation owns and operates a fluid catalytic cracking facility in Port Reading, 
New Jersey, with a capacity of 70,000 barrels per day. This facility, which processes residual fuel oil and vacuum 
gas oil, operated at a rate of approximately 63,000 barrels per day in 2009 compared with 64,000 barrels per day in 
2008 and 61,000 barrels per day in 2007. Substantially all of Port Reading’s production is gasoline and heating oil. 
The Corporation is planning a turnaround for the Port Reading refining facility in the second quarter of 2010, which 
is expected to take approximately 35 days. 


Marketing 


The Corporation markets refined petroleum products, natural gas and electricity on the East Coast of the 
United States to the motoring public, wholesale distributors, industrial and commercial users, other petroleum 
companies, governmental agencies and public utilities. 


The Corporation had 1,357 HESS® gasoline stations at December 31, 2009, including stations owned by its 
WilcoHess joint venture (Hess 44%). Approximately 92% of the gasoline stations are operated by the Corporation or 
WilcoHess. Of the operated stations, 94% have convenience stores on the sites. Most of the Corporation’s gasoline 
stations are in New York, New Jersey, Pennsylvania, Florida, Massachusetts, North Carolina and South Carolina. 


The table below summarizes marketing sales volumes: 
2009* 2008* 2007* 


Refined Product sales (thousands of barrels per day) 


GaSOlNGs 3 divs. aeRO he eee ead BAe MGI es eatin Sw ace 236 234 210 
Distilates 22.1304 ds ete Mba bee Bes eee eed Ha ee 134 143 147 
RESIGWAlS*:, scteecewie a eee kita yes pela erandg teak oe aoe eee Be 67 56 62 
UNGER shss hae ik Sack Seace Thi dss, ee Fe deen in ale Ris OS tae a oS ew 36 3982 
Total refined product sales... . 2... 0... cee ee 473 472— 451 
Natural gas (thousands of mcf per day)... 2.2.0.0... ... 00000000 2,010 1,955 1,890 
Electricity (megawatts round the clock)............. 0.000 eee eee eee 4,306 3,152 2,821 


* Of total refined products sold in 2009 approximately 45% was obtained from HOVENSA and Port Reading and in 2008 and 2007 
approximately 50% was obtained from HOVENSA and Port Reading. The Corporation purchased the balance from third parties under short- 
term supply contracts and spot purchases. 


The Corporation owns 20 terminals with an aggregate storage capacity of 22 million barrels in its East Coast 
marketing areas. The Corporation also owns a terminal in St. Lucia with a storage capacity of 9 million barrels, 
which is operated for third party storage. 


The Corporation has a 50% interest in Bayonne Energy Center, LLC, a joint venture that plans to build a 
natural gas fired electric generating station on property owned by Hess in Bayonne, New Jersey. The joint venture 
will sell electricity into the New York City market by a direct connection with the Con Edison Gowanus substation. 
Construction of the facility is scheduled to begin in mid-2010 and operations are to commence in late 2011. 


The Corporation has a 50% voting interest in a consolidated partnership that trades energy commodities and 
derivatives. The Corporation also takes energy commodity and derivative trading positions for its own account. 


Majority-owned subsidiaries of the Corporation are pursuing investments in liquified natural gas regasification 
terminals and related supply, trading and marketing opportunities. Necessary regulatory approvals are being pursued 
for terminal projects on owned properties located in Fall River, Massachusetts, and Shannon, Ireland. In 2009 the 
Corporation leased property, with an option to purchase, in Logan Township, New Jersey for potential regasification 
facilities. In addition, a subsidiary of the Corporation is exploring the development of fuel cell technology. 


For additional financial information by segment see Note 16, Segment Information in the notes to the financial 
statements. 
Competition and Market Conditions 

See Item 1A, Risk Factors Related to Our Business and Operations, for a discussion of competition and market 
conditions. 
Other Items 


Compliance with various existing environmental and pollution control regulations imposed by federal, state, local 
and foreign governments is not expected to have a material adverse effect on the Corporation’s financial condition or 


10 


results of operations. The Corporation anticipates capital expenditures for facilities, primarily to comply with federal, 
state and local environmental standards, of approximately $50 million in 2010. For further discussion of environmental 
matters see the Environment, Health and Safety section of Item 7. Management’s Discussion and Analysis of Financial 
Condition and Results of Operations. 


The number of persons employed by the Corporation at year end was approximately 13,300 in 2009 and 13,500 
in 2008. 


The Corporation’s Internet address is www.hess.com. On its website, the Corporation makes available free of 
charge its annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to 
those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act as soon as reasonably practicable 
after the Corporation electronically files with or furnishes such material to the Securities and Exchange Commission. 
Copies of the Corporation’s Code of Business Conduct and Ethics, its Corporate Governance Guidelines and the charters 
of the Audit Committee, the Compensation and Management Development Committee and the Corporate Governance 
and Nominating Committee of the Board of Directors are available on the Corporation’s website and are also available 
free of charge upon request to the Secretary of the Corporation at its principal executive offices. The Corporation has also 
filed with the New York Stock Exchange (NYSE) its annual certification that the Corporation’s chief executive officer is 
unaware of any violation of the NYSE’s corporate governance standards. 


Item 1A. Risk Factors Related to Our Business and Operations 


Our business activities and the value of our securities are subject to significant risk factors, including those 
described below. The risk factors described below could negatively affect our operations, financial condition, 
liquidity and results of operations, and as a result, holders and purchasers of our securities could lose part or all of 
their investments. It is possible additional risks relating to our securities may be described in a prospectus 
supplement if we issue securities in the future. 


Commodity Price Risk: Our estimated proved reserves, revenue, operating cash flows, operating margins, 
future earnings and trading operations are highly dependent on the prices of crude oil, natural gas and refined 
petroleum products, which are influenced by numerous factors beyond our control. Historically these prices have been 
very volatile and most recently have been affected by changes in demand associated with the global economic 
downturn. The major foreign oil producing countries, including members of the Organization of Petroleum Exporting 
Countries (OPEC), exert considerable influence over the supply and price of crude oil and refined petroleum products. 
Their ability or inability to agree on a common policy on rates of production and other matters has a significant impact 
on the oil markets. The commodities trading markets may also influence the selling prices of crude oil, natural gas and 
refined petroleum products. To the extent that we engage in hedging activities to mitigate commodity price volatility, 
we may not realize the benefit of price increases above the hedged price. Changes in commodity prices can also have a 
material impact on collateral and margin requirements under our derivative contracts. In addition, we utilize 
significant bank credit facilities to support these collateral and margin requirements. An inability to renew or 
replace such credit facilities as they mature would negatively impact our liquidity. 


Technical Risk: We own or have access to a finite amount of oil and gas reserves which will be depleted over 
time. Replacement of oil and gas reserves is subject to successful exploration drilling, development activities, and 
enhanced recovery programs. Therefore, future oil and gas production is dependent on technical success in finding 
and developing additional hydrocarbon reserves. Exploration activity involves the interpretation of seismic and 
other geological and geophysical data, which does not always successfully predict the presence of commercial 
quantities of hydrocarbons. Drilling risks include unexpected adverse conditions, irregularities in pressure or 
formations, equipment failure, blowouts and weather interruptions. Future developments may be affected by 
unforeseen reservoir conditions which negatively affect recovery factors or flow rates. The costs of drilling and 
development activities have increased in recent years which could negatively affect expected economic returns. 
Reserve replacement can also be achieved through acquisition. Although due diligence is used in evaluating 
acquired oil and gas properties, similar risks may be encountered in the production of oil and gas on properties 
acquired from others. 
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Oil and Gas Reserves and Discounted Future Net Cash Flow Risks: Numerous uncertainties exist in 
estimating quantities of proved reserves and future net revenues from those reserves. Actual future production, oil 
and gas prices, revenues, taxes, capital expenditures, operating expenses, and quantities of recoverable oil and gas 
reserves may vary substantially from those assumed in the estimates and could materially affect the estimated 
quantities and future net revenues of our proved reserves. In addition, reserve estimates may be subject to downward 
or upward revisions based on production performance, purchases or sales of properties, results of future 
development, prevailing oil and gas prices, production sharing contracts, which may decrease reserves as crude 
oil and natural gas prices increase, and other factors. 


Political Risk: Federal, state, local, territorial and foreign laws and regulations relating to tax increases and 
retroactive tax claims, expropriation or nationalization of property, mandatory government participation, 
cancellation or amendment of contract rights, and changes in import regulations, limitations on access to 
exploration and development opportunities, as well as other political developments may affect our operations. 
Some of the international areas in which we operate and the partners with whom we operate, are politically less 
stable than other areas and partners. The threat of terrorism around the world also poses additional risks to the 
operations of the oil and gas industry. We market motor fuels through lessee-dealers and wholesalers in certain 
states where legislation prohibits producers or refiners of crude oil from directly engaging in retail marketing of 
motor fuels. Similar legislation has been periodically proposed in various other states. 


Environmental Risk: Our oil and gas operations, like those of the industry, are subject to environmental risk 
such as oil spills, produced water spills, gas leaks and ruptures and discharges of substances or gases that could 
expose us to substantial liability for pollution or other environmental damage. Our operations are also subject to 
numerous United States federal, state, local and foreign environmental laws and regulations. Non-compliance with 
these laws and regulations may subject us to administrative, civil or criminal penalties, remedial clean-ups and 
natural resource damages or other liabilities. In addition, increasingly stringent environmental regulations, 
particularly relating to the production of motor and other fuels have resulted and will likely continue to result 
in higher capital expenditures and operating expenses for us and the oil and gas industry in general. 


Climate Change Risk: We recognize that climate change is a global environmental concern. Continuing 
political and social attention to the issue of climate change has resulted in both existing and pending international 
agreements and national, regional or local legislation and regulatory measures to limit greenhouse gas emissions. 
These agreements and measures may require significant equipment modifications, operational changes, taxes, or 
purchase of emission credits to reduce emission of greenhouse gases from our operations, as a result of which we 
may incur substantial capital expenditures and compliance, operating, maintenance and remediation costs. In 
addition, we manufacture petroleum fuels, which through normal customer use result in the emission of greenhouse 
gases. Regulatory initiatives to reduce the use of these fuels may reduce our sales of, and revenues from, these 
products. Finally, to the extent that climate change may result in more extreme weather related events, we could 
experience increased costs related to prevention, maintenance and remediation of affected operations in addition to 
costs and lost revenues related to delays and shutdowns. 


Competitive Risk: The petroleum industry is highly competitive and very capital intensive. We encounter 
competition from numerous companies in each of our activities, including acquiring rights to explore for crude oil 
and natural gas, and in purchasing and marketing of refined products, natural gas and electricity. Many competitors, 
including national oil companies, are larger and have substantially greater resources. We are also in competition 
with producers and marketers of other forms of energy. Increased competition for worldwide oil and gas assets has 
significantly increased the cost of acquisitions. In addition, competition for drilling services, technical expertise and 
equipment has, in the recent past, affected the availability of technical personnel and drilling rigs and has therefore 
increased capital and operating costs. 


Catastrophic Risk: Although we maintain a level of insurance coverage consistent with industry practices 
against property and casualty losses, our oil and gas operations are subject to unforeseen occurrences which may 
damage or destroy assets or interrupt operations. Examples of catastrophic risks include hurricanes, fires, 
explosions and blowouts. These occurrences have affected us from time to time. 
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Item 3. Legal Proceedings 


The Corporation, along with many other companies engaged in refining and marketing of gasoline, has been a 
party to lawsuits and claims related to the use of methyl tertiary butyl ether (MTBE) in gasoline. A series of similar 
lawsuits, many involving water utilities or governmental entities, were filed in jurisdictions across the United States 
against producers of MTBE and petroleum refiners who produced gasoline containing MTBE, including the 
Corporation. The principal allegation in all cases is that gasoline containing MTBE is a defective product and that 
these parties are strictly liable in proportion to their share of the gasoline market for damage to groundwater 
resources and are required to take remedial action to ameliorate the alleged effects on the environment of releases of 
MTBE. In 2008, the majority of the cases against the Corporation were settled. In February 2010, the Corporation 
reached an agreement in principle to settle all but three of the remaining cases. The three unresolved cases consist of 
two cases that have been consolidated for pre-trial purposes in the Southern District of New York as part of a multi- 
district litigation proceeding and an action brought in state court by the State of New Hampshire. In 2007, a pre-tax 
charge of $40 million was recorded to cover all of the known MTBE cases against the Corporation. 


Over the last several years, many refiners have entered into consent agreements to resolve the United States 
Environmental Protection Agency’s (EPA) assertions that refining facilities were modified or expanded without 
complying with New Source Review regulations that require permits and new emission controls in certain 
circumstances and other regulations that impose emissions control requirements. These consent agreements, 
which arise out of an EPA enforcement initiative focusing on petroleum refiners and utilities, have typically 
imposed substantial civil fines and penalties and required (i) significant capital expenditures to install emissions 
control equipment over a three to eight year time period and (ii) changes to operations which resulted in increased 
operating costs. The capital expenditures, penalties and supplemental environmental projects for individual 
refineries covered by the settlements can vary significantly, depending on the size and configuration of the 
refinery, the circumstances of the alleged modifications and whether the refinery has previously installed more 
advanced pollution controls. The EPA initially contacted the Corporation and HOVENSA regarding the Petroleum 
Refinery Initiative in August 2003. Negotiations with the EPA and the relevant states and the Virgin Islands are 
continuing and substantial progress has been made toward resolving this matter for both the Corporation and 
HOVENSA. While the effect on the Corporation of the Petroleum Refining Initiative cannot be estimated until a 
final settlement is reached and entered by a court, additional significant future capital expenditures and operating 
expenses will likely be incurred by HOVENSA over a number of years. The amount of penalties, if any, is not 
expected to be material. 


On September 13, 2007, HOVENSA received a Notice Of Violation (NOV) pursuant to section 113(a)(i) of the 
Clean Air Act (Act) from the EPA finding that HOVENSA failed to obtain proper permitting for the construction 
and operation of its delayed coking unit in accordance with applicable law and regulations. HOVENSA believes it 
properly obtained all necessary permits for this project. The NOV states that the EPA has authority to issue an 
administrative order assessing penalties for violation of the Act. HOVENSA has entered into discussions with the 
EPA to reach resolution of this matter. The Corporation does not believe that this matter will result in material 
liability to HOVENSA or the Corporation. 


In December 2006, HOVENSA received a NOV from the EPA alleging non-compliance with emissions limits 
in a permit issued by the Virgin Islands Department of Planning and Natural Resources (DPNR) for the two process 
heaters in the delayed coking unit. The NOV was issued in response to a voluntary investigation and submission by 
HOVENSA regarding potential non-compliance with the permit emissions limits for two pollutants. Any 
exceedances were minor from the perspective of the amount of pollutants emitted in excess of the limits. 
HOVENSA has entered into discussions with the appropriate governmental agencies to reach resolution of this 
matter and does not believe that it will result in material liability to HOVENSA or the Corporation. 


The Corporation received a directive from the New Jersey Department of Environmental Protection (NJDEP) 
to remediate contamination in the sediments of the lower Passaic River and NJDEP is also seeking natural resource 
damages. The directive, insofar as it affects the Corporation, relates to alleged releases from a petroleum bulk 
storage terminal in Newark, New Jersey now owned by the Corporation. The Corporation and over 70 companies 
entered into an Administrative Order on Consent with the EPA to study the same contamination. NJDEP has also 
sued several other companies linked to a facility considered by the State to be the largest contributor to river 
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contamination. In January 2009, these companies added third party defendants, including the Corporation, to that 
case. In June 2007, the EPA issued a draft study which evaluated six alternatives for early action, with costs ranging 
from $900 million to $2.3 billion. Based on adverse comments from the Corporation and others, the EPA is 
reevaluating its alternatives. In addition, the federal trustees for natural resources have begun a separate assessment 
of damages to natural resources in the Passaic River. Given the ongoing studies, remedial costs cannot be reliably 
estimated at this time. Based on currently known facts and circumstances, the Corporation does not believe that this 
matter will result in material liability because its terminal could not have contributed contamination along most of 
the river’s length and did not store or use contaminants which are of the greatest concern in the river sediments, and 
because there are numerous other parties who will likely share in the cost of remediation and damages. 


In July 2004, Hess Oil Virgin Islands Corp. (HOVIC), a wholly owned subsidiary of the Corporation, and 
HOVENSA, each received a letter from the Commissioner of the Virgin Islands Department of Planning and 
Natural Resources and Natural Resources Trustees, advising of the Trustee’s intention to bring suit against HOVIC 
and HOVENSA under the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA). 
The letter alleges that HOVIC and HOVENSA are potentially responsible for damages to natural resources arising 
from releases of hazardous substances from the “HOVENSA Oil Refinery.’ HOVENSA currently owns and 
operates a petroleum refinery on the south shore of St. Croix, United States Virgin Islands, which had been operated 
by HOVIC until October 1998. An action was filed on May 5, 2005 in the District Court of the Virgin Islands against 
HOVENSA, HOVIC and other companies that operated industrial facilities on the south shore of St. Croix asserting 
that the defendants are liable under CERCLA and territorial statutory and common law for damages to natural 
resources. HOVIC and HOVENSA do not believe that this matter will result in a material liability as they believe 
that they have strong defenses to this complaint, and they intend to vigorously defend this matter. 


The Securities and Exchange Commission (SEC) notified the Corporation that on July 21, 2005 it commenced 
a private investigation into payments made to the government of Equatorial Guinea or to officials and persons 
affiliated with officials of the government of Equatorial Guinea. In 2009, the SEC advised that it had completed its 
investigation and did not intend to recommend enforcement action against the Corporation. 


The Corporation periodically receives notices from EPA that it is a “potential responsible party” under the 
Superfund legislation with respect to various waste disposal sites. Under this legislation, all potentially responsible 
parties are jointly and severally liable. For certain sites, EPA’s claims or assertions of liability against the 
Corporation relating to these sites have not been fully developed. With respect to the remaining sites, EPA’s 
claims have been settled, or a proposed settlement is under consideration, in all cases for amounts that are not 
material. The ultimate impact of these proceedings, and of any related proceedings by private parties, on the 
business or accounts of the Corporation cannot be predicted at this time due to the large number of other potentially 
responsible parties and the speculative nature of clean-up cost estimates, but is not expected to be material. 


The Corporation is from time to time involved in other judicial and administrative proceedings, including 
proceedings relating to other environmental matters. Although the ultimate outcome of these proceedings cannot be 
ascertained at this time and some of them may be resolved adversely to the Corporation, no such proceeding is 
required to be disclosed under applicable rules of the SEC. In management’s opinion, based upon currently known 
facts and circumstances, such proceedings in the aggregate will not have a material adverse effect on the financial 
condition of the Corporation. 
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Item 4. Submission of Matters to a Vote of Security Holders 
During the fourth quarter of 2009, no matter was submitted to a vote of security holders through the solicitation 
of proxies or otherwise. 
Executive Officers of the Registrant 


The following table presents information as of February 1, 2010 regarding executive officers of the Registrant: 


Year Individual 


Became an 
Executive 
Name Age Office Held* Officer 
JOhninB HESS ic 3:62 ad aeesieoes heed 55 Chairman of the Board, Chief 1983 
Executive Officer and Director 
Gregory P. Hill................. 48 Executive Vice President and President 2009 
of Worldwide Exploration and 
Production and Director 
F. Borden Walker ............... 56 Executive Vice President and President 1996 
of Marketing and Refining and Director 
Timothy B. Goodell ............. 52 Senior Vice President and General 2009 
Counsel 
Lawrence H. Ornstein............ 58 Senior Vice President 1995 
John. P. Rielly s.n 2 eee cae ee ¥ 47 Senior Vice President and Chief 2002 
Financial Officer 
John) SCO, + days haves garda 52 Senior Vice President 2004 
Mykel J. Ziolo ... 2.2... eee 57 Senior Vice President 2009 
Sachin J.MEhra |3 254.268 4.0 gy e843 39 Vice President and Treasurer 2008 


* All officers referred to herein hold office in accordance with the By-Laws until the first meeting of the Directors following the annual meeting 
of stockholders of the Registrant and until their successors shall have been duly chosen and qualified. Each of said officers was elected to the 
office opposite his name on May 6, 2009, except for Mr. Ziolo, who was elected effective November 4, 2009. The first meeting of Directors 
following the next annual meeting of stockholders of the Registrant is scheduled to be held May 5, 2010. 


Except for Messrs. Hill, Goodell, and Mehra, each of the above officers has been employed by the Registrant or 
its subsidiaries in various managerial and executive capacities for more than five years. Prior to joining the 
Corporation, Mr. Hill served in senior executive positions in exploration and production operations at Royal Dutch 
Shell and its subsidiaries, where he was employed for 25 years. Before joining the Corporation in 2009, Mr. Goodell 
was a partner in the law firm of White & Case LLP. Mr. Mehra was employed in treasury and financial functions at 
General Motors before joining the Corporation in 2007. 


PART II 


Item 5. Market for the Registrant’s Common Stock, Related Stockholder Matters and Issuer Purchases of 
Equity Securities 


Stock Market Information 


The common stock of Hess Corporation is traded principally on the New York Stock Exchange (ticker symbol: 
HES). High and low sales prices were as follows: 


2009 2008 
Quarter Ended High Low High Low 
March 311 3.6.45 eis aie aod eb bie Ba ee a $66.84 $49.28 $101.65 $76.67 
JUN 3 Oks Ronco neta hs colder aide. dosent ace ah 69.74 49.72 137.00 88.20 
September 30s. 5. cas edie Gdes Bs AHS esa a 57.83 46.33 129.00 71.16 
December 34. i.:.3.2e ces 25 4tadivees ee hed taxes 62.18 51.41 82.03 35.50 


Performance Graph 


Set forth below is a line graph comparing the Corporation’s cumulative total shareholder return for five years, 
assuming reinvestment of dividends on common stock, with the cumulative total return of: 

e Standard & Poor’s 500 Stock Index, which includes the Corporation, and 

e AMEX Oil Index, which is comprised of companies involved in various phases of the oil industry including 


the Corporation. 


Comparison of Five-Year Shareholder Returns 
Years Ended December 31, 


5a 2004 2005 2006 2007 2008 2009 
—l— Hess Corporation 100.00 156.00 184.00 377.00 201.00 228.65 
—--A-- S&P 500 100.00 105.00 121.00 128.00 81.00 102.10 
---@-- Amex Oil Index 100.00 139.00 171.00 230.00 148.00 167.68 


Holders 


At December 31, 2009, there were 5,926 stockholders (based on number of holders of record) who owned a 


total of 327,229,488 shares of common stock. 


Dividends 


Cash dividends on common stock totaled $0.40 per share ($0.10 per quarter) during 2009, 2008 and 2007. 


Equity Compensation Plans 


Following is information on the Registrant’s equity compensation plans at December 31, 2009: 


Plan Category 


Equity compensation plans approved by security 
HOMMELS: ces eG a Pees LGA eae ee eee eed 

Equity compensation plans not approved by security 
holders** 


ok 


Number of 
Securities to Weighted 
be Issued Average 


Exercise Price 


Upon Exercise 
of Outstanding 


of Outstanding 


Options, Options, 
Warrants and Warrants and 
Rights Rights 
(a) (b) 

12,102,000 $53.83 


Number of 
Securities 
Remaining 
Available for 
Future Issuance 
Under Equity 
Compensation 
Plans 
(Excluding 
Securities 
Reflected in 
Column (a)) 


(c) 


7,733,000* 


These securities may be awarded as stock options, restricted stock or other awards permitted under the Registrant’s equity compensation plan. 


*** The Corporation has a Stock Award Program pursuant to which each non-employee director receives approximately $150,000 in value of the 


Corporation’s common stock each year. These awards are made from shares purchased by the Corporation in the open market. 


See Note 8, Share-Based Compensation, in the notes to the financial statements for further discussion of the 


Corporation’s equity compensation plans. 
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Item 6. Selected Financial Data 


A five-year summary of selected financial data follows*: 


2009 2008 2007 2006 2005 
(Millions of dollars, except per share amounts) 


Sales and other operating revenues 


Crude oil and natural gas liquids .............. $ 5,665 $ 7,764 $ 6,303 $5,307 $ 3,219 
Natural gas (including sales of purchased gas) .... 5,894 8,800 6,877 6,826 6,423 
Refined petroleum products .................. 12,931 19,765 14,741 13,339 11,317 
BICCtHicity’ . 4 acetate g wad ee waaay os 6 seeds 3,408 3,451 2,322 1,072 373 
Convenience store sales and other operating 
TEVENUES So. 5. gy ded ccs devine gid ea ea Glog ede eee wees 1,716 1,354 1,484 1,632 1,499 
POCA 4 sssgt cosh te cde Se ce ahs sah See cp Jans aaste Ah bide een cba eae $29,614 $41,134 $31,727 $28,176 $22,831 
Net income attributable to Hess Corporation........ $ 740(a) $ 2,360(b) $ 1,832(c) $ 1,920(d) $ 1,226(e) 
Less: preferred stock dividends ................. _— —_ _— 44 48 
Net income applicable to Hess Corporation common 
shareholders. ............0000eeeeeeeeeeaae $ 740 $2,360 $ 1,832 $ 1,876 $ 1,178 
Earnings per share** 
BASIC. 24 «66 o23i.6 veh eoisialge dsl ba ae $ 2.28 $ 735 $ 586 $ 675 $ 4.32 
Dilttted. 0.) 325005 oo4 peta abe ea es $ 2.27 $ 7.24 $ 5.74 $ 608 $ 3.93 
TOtalASSets: f¢-sse does aot doe te Ph eek $29,465 $28,589 $26,131 $22,442 $19,158 
Total: debt 4:3. as eheek oreteaw tie bead sis eed 4,467 3,955 3,980 35772 3,785 
Total CqQUIY oo. atatw hes Wats bee Oa ee sa Aen 13,528 12,391 10,000 8,376 6,469 
Dividends per share of common stock** .......... $ 40 $ 40 $ 40 $ 40 $ 40 


* Reflects the retrospective adoption of a new accounting standard for noncontrolling interests in consolidated subsidiaries. 
** — Per share amounts in all periods reflect the 3-for-1 stock split on May 31, 2006. 


(a) Includes after-tax expenses totaling $104 million relating to bond repurchases, retirement benefits, employee severance costs and asset 
impairments, partially offset by after-tax income totaling $101 million principally relating to resolution of a United States royalty dispute. 


(b) Includes net after-tax expenses of $26 million primarily relating to asset impairments and hurricanes in the Gulf of Mexico. 


(c) Includes after-tax expenses of $75 million primarily relating to asset impairments, estimated production imbalance settlements and a 
charge for MTBE litigation, partially offset by income from LIFO inventory liquidations and gains from asset sales. 


(d) Includes net after-tax income of $173 million primarily from sales of assets, partially offset by income tax adjustments and accrued leased 
office closing costs. 


(e) Includes net after-tax expenses of $37 million primarily relating to income taxes on repatriated earnings, premiums on bond repurchases 
and hurricane related expenses, partially offset by gains from asset sales and a LIFO inventory liquidation. 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 
Overview 


The Corporation is a global integrated energy company that operates in two segments, Exploration and 
Production (E&P) and Marketing and Refining (M&R). The E&P segment explores for, develops, produces, 
purchases, transports and sells crude oil and natural gas. The M&R segment manufactures refined petroleum 
products and purchases, markets and trades, refined petroleum products, natural gas and electricity. 


Net income in 2009 was $740 million compared with $2,360 million in 2008 and $1,832 million in 2007. 
Diluted earnings per share were $2.27 in 2009 compared with $7.24 in 2008 and $5.74 in 2007. A table of items 
affecting comparability between periods is shown on page 20. 


Exploration and Production 


The Corporation’s strategy for the E&P segment is to profitably grow reserves and production in a sustainable 
and financially disciplined manner. The Corporation’s total proved reserves were 1,437 million barrels of oil 
equivalent (boe) at December 31, 2009 compared with 1,432 million boe at December 31, 2008 and 1,330 million 
boe at December 31, 2007. Total proved reserves additions for 2009 were 157 million boe. These additions replaced 
approximately 103% of the Corporation’s 2009 production. 


E&P net income was $1,042 million in 2009, $2,423 million in 2008 and $1,842 million in 2007. Average 
realized crude oil selling prices were $51.62 per barrel in 2009, $82.04 in 2008, and $63.44 in 2007, including the 
impact of hedging. The variance in E&P earnings between years was primarily driven by the fluctuations in average 
realized crude oil selling prices. 


Production averaged 408,000 barrels of oil equivalent per day (boepd) in 2009 compared with 381,000 boepd 
in 2008 and 377,000 boepd in 2007. Production in 2009 increased 27,000 boepd or 7% from 2008. In 2010, the 
Corporation currently estimates total worldwide production will average between 400,000 and 410,000 boepd. 


The following is an update of significant E&P activities during 2009: 


In March, production commenced at the Shenzi Field (Hess 28%) in the deepwater Gulf of Mexico. Net 
production from Shenzi averaged approximately 25,000 boepd for 2009. 


The Corporation sanctioned the Bakken shale play development in the Williston Basin of North Dakota. The 
Corporation plans to expand production facilities and increase the rig count to 10 from 3 over the next 18 months, 
and invest about $1 billion per year over the next five years. As a result, the Corporation projects an increase in net 
production from approximately 10,000 boepd in 2009 to approximately 80,000 boepd in 2015. 


In December 2009, the Corporation agreed to a strategic exchange of all of its interests in Gabon and the 
Clair Field (Hess 9%) in the United Kingdom for an additional 28% interest in the Valhall Field (currently 
Hess 28%) and an additional 25% interest in the Hod Field (currently Hess 25%), which are both offshore 
Norway. The transaction which has an effective date of January 1, 2010, is subject to various regulatory and 
other approvals. In addition, the partners are in discussions regarding the applicability of pre-emption to this 
transaction. 


In the Carnarvon basin offshore Western Australia, the Corporation drilled seven exploration wells in 2009 
on WA-390-P Block (Hess 100%), six of which were natural gas discoveries. Through December 31, 2009, 
the Corporation has drilled 11 of the 16 commitment wells on the block, nine of which were natural gas 
discoveries. The Corporation plans to drill the remaining five commitment wells on the block in 2010. On 
WA-404-P Block (Hess 50%), the operator completed a successful exploration well in 2009 and plans to drill 
the remaining eight commitment wells in 2010. In January 2010, the operator announced that the first well of 
the 2010 program discovered natural gas. 


At the Pony prospect on Green Canyon Block 468 (Hess 100%) in the deepwater Gulf of Mexico, 
engineering and design work for field development progressed during 2009. The Corporation plans to 
drill an appraisal well on Green Canyon Block 469 in 2010. 


Two exploration wells were completed on Block BM-S-22 (Hess 40%) offshore Brazil. A notice of 
discovery was filed for the first well and the second well was expensed. In 2010, the operator of BM-S-22 
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plans to commence drilling of a third exploration well in the second half of the year. In 2009, the Corporation 
also drilled an exploration well on BM-ES-30, which was expensed. 


The Corporation successfully flow tested the discovery well in exploration Area 54 (Hess 100%) offshore 
Libya and subsequently drilled and successfully flow tested a down-dip appraisal well on the block. In 2010, 
the Corporation plans to reprocess 3D seismic, integrating acquired well information and will continue 
technical and commercial evaluation of the block. 


The Corporation acquired rights to explore a total of more than 80,000 net acres in the Marcellus gas shale 
formation in Pennsylvania. The Corporation is operator and holds a 100% interest on approximately 
50,000 acres and holds a 50% non-operated interest in the remaining acreage. Exploration drilling activity is 
expected to commence in 2010. 


Marketing and Refining 


The Corporation’s strategy for the M&R segment is to deliver consistent operating performance and generate 
free cash flow. M&R net income was $127 million in 2009, $277 million in 2008 and $300 million in 2007. The 
declining earnings were due to lower average margins, which include the effect of the global economic downturn 
that began in 2008 and continued into 2009. Refining operations contributed net income (loss) of $(87) million in 
2009, $73 million in 2008 and $193 million in 2007. Marketing earnings were $168 million in 2009, $240 million in 
2008 and $83 million in 2007. 


Liquidity and Capital and Exploratory Expenditures 


Net cash provided by operating activities was $3,046 million in 2009, $4,688 million in 2008 and 
$3,627 million in 2007, principally reflecting fluctuations in earnings. At December 31, 2009, cash and cash 
equivalents totaled $1,362 million compared with $908 million at December 31, 2008. Total debt was 
$4,467 million at December 31, 2009 compared with $3,955 million at December 31, 2008. In February 2009, 
the Corporation issued $250 million of 5 year senior unsecured notes with a coupon of 7% and $1 billion of 10 year 
senior unsecured notes with a coupon of 8.125%. The majority of the proceeds were used to repay debt under the 
revolving credit facility and outstanding borrowings on other credit facilities. In December 2009, the Corporation 
issued $750 million of 30 year bonds at a coupon of 6% and tendered for $662 million of bonds due in August 2011. 
The Corporation completed the repurchase of $546 million of the 2011 bonds in December 2009 and repurchased 
the remaining $116 million of these bonds in January 2010. The Corporation’s debt to capitalization ratio at 
December 31, 2009 was 24.8% compared with 24.2% at the end of 2008. 


Capital and exploratory expenditures were as follows for the years ended December 31: 


2009 2008 
(Millions of dollars) 


Exploration and Production 


Wnited: States: v oni2 abate amg ee aie ole Radueleatae da bie at bigs, 2 Gat Bees $1,200 $2,164 
Pte EnatiOnalll &- x a: <5 coche eats ore Se tenes seth 24s eee aoe neds dn eles eee 1,927 2,477 
Total Exploration and Production... . 0... 20... 0.0 eee eee 3,127 4,641 
Marketing, Refining and Corporate .... 0.0.0... eee ee 118 187 
Total Capital and Exploratory Expenditures......................0000. $3,245 $4,828 
Exploration expenses charged to income included above: 
United States: 2 4.iidsnta tanita iacpeed be daetdwdd pubes waded bea g ees $ 144 $ 211 
Internationals. 65:0 tec wets ih iling tie Maal Baek oa Sie He ade t eee Bae SS 183 179 
Total exploration expenses charged to income included above ............. $ 327 $ 390 


The Corporation anticipates investing $4.1 billion in capital and exploratory expenditures in 2010, 
substantially all of which relates to E&P operations. 
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Consolidated Results of Operations 


The after-tax results by major operating activity are summarized below: 
2009 2008 2007 


(Millions of dollars, 
except per share data) 


Exploration and Production. .............. 000 cece eee $1,042 $2,423 $1,842 
Marketing and Refining............ 0.0.00... eee eee eee 127 277 300 
CONPOTALE 2 ania aegis eas Gene: te ea Sw shave hues Theses we ater shia oon eet ae (205) (173) (150) 
Interest CXPeNSe:-os5.6 BV Re eh OE SEE SERGE Whe ae ea (224) (167) (160) 
Net income attributable to Hess Corporation .................... $ 740 $2,360 $1,832 
Net income per share — diluted................... 20000000 ee $ 2.27 $7.24 $ 5.74 


The following table summarizes, on an after-tax basis, items of income (expense) that are included in net income 
and affect comparability between periods. The items in the table below are explained on pages 23 through 25. 


2009 2008 2007 
(Millions of dollars) 
Exploration and Production. ............. 0000s $ 45 $ (26) $ (74) 
Marketing and Refining............. 0.0.00. eee 12 — 24 
CONPOT ALS 2 cca ig eres: di a hte OE ae ah gral a: Go eh a aben eat itis ROR a, dep Ne (60) — (25) 


$ G3) $ (26) $ (75) 


In the discussion that follows, the financial effects of certain transactions are disclosed on an after-tax basis. 
Management reviews segment earnings on an after-tax basis and uses after-tax amounts in its review of variances in 
segment earnings. Management believes that after-tax amounts are a preferable method of explaining variances in 
earnings, since they show the entire effect of a transaction rather than only the pre-tax amount. After-tax amounts 
are determined by applying the income tax rate in each tax jurisdiction to pre-tax amounts. 


Comparison of Results 
Exploration and Production 


Following is a summarized income statement of the Corporation’s E&P operations: 


2009 2008 2007 
(Millions of dollars) 
Sales and other operating revenues*.............00 0000 eee eee $6,835 $9,806 $7,498 
Omer, Neti: cx ti siaa day ves hae Alek He te he AeA ee eke as 207 (167) 65 
Total revenues and non operating income .................-. 7,042 9,639 7,563 
Costs and expenses 
Production expenses, including related taxes................0.. 1,805 1,872 1,581 
Exploration expenses, including dry holes and lease impairment... . 829 725 515 
General, administrative and other expenses.................... 255 302 257 
Depreciation, depletion and amortization ..................04. 2,167 1,952 1,503 
Total costs and expenses .... 0.2.0.0... eee eee eee eee 5,056 4,851 3,856 
Results of operations before income taxes ............00000 000s 1,986 4,788 3,707 
Provision for income taxes ...... 0.0.00 cece ee ee ee eee ees 944 2,365 1,865 
Results of operations attributable to Hess Corporation ............. $1,042 $2,423 $1,842 


* Amounts differ from E&P operating revenues in Note 16, Segment Information, primarily due to the exclusion of sales of hydrocarbons 
purchased from third parties. 
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After considering the E&P items in the table on page 23, the remaining changes in E&P earnings are primarily 
attributable to changes in selling prices, production volumes, operating costs, exploration expenses, foreign 
exchange, and income taxes, as discussed below. 


Selling prices: Lower average selling prices reduced E&P revenues by approximately $4,000 million in 
2009 compared with 2008. Higher average selling prices increased E&P revenues by approximately $2,100 million 
in 2008 compared with 2007. 


The Corporation’s average selling prices were as follows: 


a 20. aN. 
Crude oil-per barrel (including hedging) 
United States s is:d.¢ cate bebe deb ds Se dae dee $60.67 $96.82 $69.23 
EULOpG: ss 242 2s-oeh ys Ot Rae Sa ess SEE e WES eee Ra ¥ a 47.02 78.75 60.99 
PPI NCA ose iets ce Peart eared ta Se selec haat acta aaaeedats atipwas sateen dod ome raacaaseets heard 48.91 78.72 62.04 
Asia and: Othefs oc-364 364 pete e ed eget HES ADE S EEE Gb ENE 63.01 97.07 72.17 
WorldWide io. a:.c assed carbs tached Sel adds sede Roa ll ack Soar ems 51.62 82.04 63.44 
Crude oil-per barrel (excluding hedging) 
United States. wen nei teecaneleds ieee tektaweaitiee eee s $60.67 $96.82 $69.23 
EULOPS 2iicd iid iw booth old host ae ee ee eg 47.02 78.75 60.99 
ATCA: piel anes aaa) oo Mit dw Sok a Gee bis aN ete ee eo 60.79 93.57 71.71 
Asia-and Others cc beta e add hee lees hd ee Ao aaa 63.01 97.07 72.17 
Wotldwides.2c 6 ies code nti dhbeunageda ame bee ngs edad a 56.74 89.23 67.79 
Natural gas liquids-per barrel 
United States: $0.) id 2s bY OE ARGS Pet ae ee eae $36.57 $64.98 $51.89 
BUlOpG! s.s/ectscce oe S49. hoes Med a Pause $s k op Q ded geiara ings 43.23 74.63 57.20 
Worldwide: asd ees ee bibes t ehp ied ecard ceed bia ees 38.47 67.61 53,72 
Natural gas-per mcf (including hedging) 
United States s.3 5 ease aes a hacle see he A a Rae eet ears Sa $ 3.36 $861 $ 6.67 
EUDOpe 2..cd0 tides hod pete e et Ose eee Ge Hee bea boot awe, 5.15 9.44 6.13 
Asia‘and Others ..ov oy Steet eee Se ee SEs RAS See Ree 5.06 5.24 4.71 
Worldwide...34... eis os a Sed Ri Ae Be we et Re eee 4.85 TA7 5.60 
Natural gas-per mcf (excluding hedging) 
United States: scp aosesi di snecds waa tht ate dedte Misha ales eae Sees Ble $ 3.36 $861 $ 6.67 
BULOpe ss io obo Be Da we Ee SSN eS Se PURER WE Aa ee 5.15 9.79 6.13 
Asia and Other. oo ies boot aes a edd aoeaga esd: alae hae ER eas eal 5.06 5.24 4.71 
Worldwide..<s ciekegebeely ise bool bbe eden eed 4.85 7.30 5.60 


In October 2008, the Corporation closed its Brent crude oil hedges, covering 24,000 barrels per day from 2009 
though 2012, by entering into offsetting contracts with the same counterparty. The deferred after-tax loss as of the 
date the hedge positions were closed will be recorded in earnings as the contracts mature. The estimated annual 
after-tax loss from the closed positions will be approximately $335 million from 2010 through 2012. Crude oil 
hedges reduced E&P earnings by $337 million ($533 million before income taxes) in 2009. Crude oil and natural 
gas hedges reduced E&P earnings by $423 million ($685 million before income taxes) in 2008 and $244 million 
($399 million before income taxes) in 2007. 


Production and sales volumes: The Corporation’s crude oil and natural gas production was 408,000 boepd 
in 2009 compared with 381,000 boepd in 2008 and 377,000 boepd in 2007. The Corporation currently estimates that 
its 2010 production will average between 400,000 and 410,000 boepd. 
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The Corporation’s net daily worldwide production was as follows (in thousands): 
2009 2008 2007 


Crude oil (barrels per day) 


United! States: sc c.dsiae tego betaine ade ae eee Saeko ee BS eee 8 60 32 31 
BULOpG iiss sis cca ni ss gad eM owe Feels B Rie wh. 6 aie Sa ee ee 83 83 93 
PTTNG A Fee ed loa ac bi arse eh ata es are as wakes ca Pash ds etancarits esate: Sea ah a 120 124 115 
ASia- and Other:.2 io4 208 oh Bae oboe e Pow paES WEES eS SEbs bok we ess 16 130 21 
MOG ALL sooo eh csetyea coe, atten G2 pean as boy eesti aenaer eae nce Be, aaa eee 2. een t 279 = 252 ~——.260 
Natural gas liquids (barrels per day) 
United States: sc.c isi teed ae eek Sse wee ee Cee oe ee BS eee 11 10 10 
BULODG igs acinne fe Wades EA be Mee Eos 8 ee aed a SMe a pe 3 _4 5 
MOUs, ast ies et cosies ete ete eos ci cee adev ec aed seas Sue a. acca ence Bane ae 14 14 15 
Natural gas (mcf per day) 
United State sis ea es ice: eat 3 ks te dee oem Seale oo Qt eee a GLE oe Bee Abe ahs 93 78 88 
BUQOPC eins Shephs tg Paheie aad eae eae w big aw ar dee is 2 Bade ada he BEE 1510 255.259 
ASia-and :Othe®:..2 4c oe00 Soho Seb beee bbee peo ees $44 Sebd ewe ee SSS 446 356 266 
Oba bite O22 honety ea cota, de Bes sah eo eed are dda Ban la ate Ge ee asepae aes 690 689 613 
Barrels of oil equivalent* (barrels per day)........... 0.00 eee eee 408 381 377 


* Reflects natural gas production converted on the basis of relative energy content (six mcf equals one barrel). 


United States: Crude oil and natural gas production in the United States was higher in 2009 compared with 
2008, primarily due to new production from the Shenzi Field and production resuming after the 2008 hurricanes. 
Crude oil production was slightly higher in 2008 compared with 2007, principally due to production from new wells 
in North Dakota and the deepwater Gulf of Mexico, largely offset by the impact of hurricanes in the Gulf of Mexico. 
Natural gas production was lower in 2008 compared to 2007, primarily reflecting hurricane downtime and natural 
decline. Hurricane impacts reduced full year 2008 production by an estimated 7,000 boepd. 


Europe: Crude oil production was comparable in 2009 and 2008, as higher production in Russia offset lower 
production in the United Kingdom North Sea. Crude oil production in 2008 was lower than in 2007, due to 
temporary shut-ins at three North Sea fields, the cessation of production at the Fife, Fergus, Flora and Angus fields, 
and natural decline. These decreases were partially offset by increased production in Russia. Natural gas production 
was lower in 2009 compared with 2008, primarily due to decline at the Atlantic and Cromarty fields. 


Africa: Crude oil production decreased in 2009 compared with 2008 primarily due to lower production from 
the Ceiba Field. Crude oil production increased in 2008 compared with 2007, primarily due to higher production at 
the Okume Complex, partially offset by a lower entitlement to Algerian production. 


Asia and other: Natural gas production in 2009 was higher than in 2008, primarily due to a full year of Phase 
2 gas sales from the Joint Development Area of Malaysia/Thailand (JDA). Natural gas production increased in 2008 
compared with 2007 due to increased production from Block A-18 in the JDA and a full year of production from the 
Ujung Pangkah Field in Indonesia. The decrease in crude oil production in 2008 from 2007 principally reflects 
changes to the Corporation’s entitlement to production in Azerbaijan. 


Sales volumes: Higher sales volumes and other operating revenues increased revenue by approximately 
$1,030 million in 2009 compared with 2008 and $200 million in 2008 compared with 2007. 


Operating costs and depreciation, depletion and amortization: Excluding the impact of items affecting 
comparability explained on page 23, cash operating costs, consisting of production expenses and general and 
administrative expenses, decreased by $119 million in 2009 and increased by $321 million in 2008 compared with 
the corresponding amounts in the prior years. The decrease in 2009 compared with 2008 was primarily due to lower 
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production taxes (due to lower realized selling prices), the cessation of production at several North Sea fields, the 
favorable impact of foreign exchange rates and cost savings initiatives, partially offset by the impact of higher 
production volumes. The increase in costs in 2008 compared to 2007 was primarily due to increased production 
taxes (due to higher realized selling prices), increased cost of services and materials and higher employee costs. 


Excluding the impact of items affecting comparability, depreciation, depletion and amortization charges 
increased by $192 million in 2009 and $531 million in 2008, compared with the corresponding amounts in the prior 
years. The increases in 2009 and 2008 were primarily due to higher production volumes and per barrel costs, 
reflecting higher finding and development costs. 


Excluding items affecting comparability between periods, unit costs were as follows. Cash operating costs per 
barrel of oil equivalent were $13.70 in 2009, $15.49 in 2008 and $13.36 in 2007. Cash operating costs in 2010 are 
estimated to be in the range of $15 to $16 per barrel of oil equivalent. Depreciation, depletion and amortization costs 
per barrel of oil equivalent were $14.19 in 2009, $13.79 in 2008 and $10.11 in 2007. Depreciation, depletion and 
amortization costs for 2010 are estimated to be in the range of $14.50 to $15.50 per barrel of oil equivalent. 


Exploration expenses: Exploration expenses increased in 2009 from 2008, primarily due to higher dry hole 
costs and lease amortization, partially offset by lower geological and seismic expense. Exploration expenses 
increased in 2008 compared to 2007, mainly due to higher dry hole costs. 


Income taxes: Excluding the impact of items affecting comparability, the effective income tax rates for E&P 
operations were 48% in 2009, 49% in 2008 and 50% in 2007. The effective income tax rate for E&P operations in 
2010 is estimated to be in the range of 47% to 51%. 


Foreign Exchange: The after-tax foreign currency losses were $10 million in 2009, $80 million in 2008 and 
$7 million in 2007. The foreign currency loss in 2008 reflects the net effect of significant exchange rate movements 
in the fourth quarter of 2008 on the remeasurement of assets, liabilities and foreign currency forward contracts by 
certain foreign businesses. 


Reported E&P earnings include the following items affecting comparability of income (expense) before and 
after income taxes: 


Before Income Taxes After Income Taxes 
2009 2008 2007 2009 2008 2007 
(Millions of dollars) 


Royalty dispute resolution ............... $1433 $— $— $ 89 $ — $ — 
Gains from asset sales ...............20-. — — 21 — — 15 
Reductions in carrying values of assets...... (77) (30) (112) (44) (17) (56) 


Hurricane related costs................0. —_— — (9) — 
__ (64) __(3) 


$ 66 $ (45) $1155) $ 45 $ (26) $ (74) 


| 
| & 
wm 


2009: In October 2009, the U.S. Supreme Court decided it would not review the decision of the 5th Circuit 
Court of Appeals against the U.S. Minerals Management Service relating to royalty relief under the Deep Water 
Royalty Relief Act of 1995. As a result, the Corporation recognized an after-tax gain of $89 million to reverse all 
previously recorded royalties covering the periods from 2003 to 2009. The pre-tax gain of $143 million is reported 
in Other, net within the Statement of Consolidated Income. 


After-tax charges of $44 million ($77 million before income taxes) were recorded to impair the carrying values 
of production equipment and two short-lived fields in the United Kingdom North Sea, and to write down materials 
inventories in Equatorial Guinea and the United States. The pre-tax amount of the impairment charges totaling 
$52 million were reported in Depreciation, depletion and amortization and the majority of the $25 million in 
inventory write downs was reported in Production expenses in the Statement of Consolidated Income. 
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2008: The charge for asset impairments relates to mature fields in the United States and the United Kingdom 
North Sea. The hurricane costs relate to expenses associated with Hurricanes Gustav and Ike in the Gulf of Mexico 
and are recorded in Production expenses. 


2007: The gain from asset sales relates to the sale of the Corporation’s interests in the Scott and Telford fields 
in the United Kingdom North Sea. The charge for asset impairments relates to two mature fields also in the United 
Kingdom North Sea. The estimated production imbalance settlements represent a charge for adjustments to prior 
meter readings at two offshore fields, which are recorded as a reduction of Sales and other operating revenues. 


The Corporation’s future E&P earnings may be impacted by external factors, such as volatility in the selling 
prices of crude oil and natural gas, reserve and production changes, political risk, industry costs, exploration 
expenses, the effects of weather and changes in foreign exchange and income tax rates. 


Marketing and Refining 


Earnings from M&R activities amounted to $127 million in 2009, $277 million in 2008 and $300 million in 
2007. Excluding the items affecting comparability reflected in the table on page 20 and discussed below, the 
earnings were $115 million, $277 million and $276 million, respectively. 


Refining: Refining earnings (losses), which consist of the Corporation’s share of HOVENSA’s results, Port 
Reading earnings, interest income on a note receivable from PDVSA and results of other miscellaneous operating 
activities, were $(87) million in 2009 (including a benefit of $12 million due to an income tax adjustment), 
$73 million in 2008, and $193 million in 2007. 


The Corporation’s share of HOVENSA’s results was a loss of $141 million ($229 million before income taxes) 
in 2009, and income of $27 million ($44 million before income taxes) in 2008 and $108 million ($176 million 
before income taxes) in 2007. The declining earnings were principally due to lower refining margins. The 2009 and 
2008 utilization rates for HOVENSA reflect weaker refining margins and planned and unplanned maintenance. The 
2008 utilization rates also reflect a refinery wide shut down for Hurricane Omar. In 2007, the coker unit at 
HOVENSA was shutdown for approximately 30 days for a scheduled turnaround. Certain related processing units 
were also included in this turnaround. In January 2010, HOVENSA commenced a turnaround of its FCC unit which 
is expected to take approximately 40 days. The Corporation’s estimated share of HOVENSA’s turnaround expenses 
after income taxes is expected to be approximately $20 million. 


Cash distributions received by the Corporation from HOVENSA were $50 million in 2008 and $300 million in 
2007. In 2009, the remaining balance on the note issued by PDVSA at inception of the joint venture was fully repaid. 


Other after-tax refining earnings, principally from Port Reading operations, were $43 million in both 2009 and 
2008 and $79 million in 2007, reflecting lower margins. The Corporation is planning a turnaround for the Port 
Reading refining facility in the second quarter of 2010, which is expected to take approximately 35 days. The 
estimated after-tax expenses for the Port Reading turnaround are approximately $25 million. 


The following table summarizes refinery utilization rates: 


Refinery Refinery Utilization 
Capacity 2009 2008 2007 


(Thousands of 
barrels per day) 


HOVENSA 
Crude: p54 Suc ae eee e SIE EG SS Rasa Sed 500 80.3% 88.2% 90.8% 
Fluid catalytic cracker... 2... eee eee eee, 150 70.2% 72.7% 87.1% 
Coker ic tie tae eestor at eo da eae eons 58 81.6% 92.4% 83.4% 
Port: Reaging 22.3: 5$4.pei8.08es Hed Soba See bees 70 90.2% 90.7% 93.2% 


Marketing: Marketing operations, which consist principally of retail gasoline and energy marketing 
activities, generated income of $168 million in 2009, $240 million in 2008 and $83 million in 2007, including 
income from the liquidation of LIFO inventories in 2007 totaling $24 million ($38 million before income taxes). 
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The decrease in earnings in 2009 compared with 2008 reflects lower margins in a weak economic environment. The 
increase in 2008 compared with 2007 primarily reflects higher margins on refined product sales, including sales of 
retail gasoline operations. 


The table below summarizes marketing sales volumes: 


2009 2008 2007 


Refined product sales (thousands of barrels per day) ................. 473 472 451 
Natural gas (thousands of mcf per day)................. 000000008 2,010 1,955 1,890 
Electricity (megawatts round the clock)............. 0.00: eee eee ee 4,306 3,152 2,821 


The Corporation has a 50% voting interest in a consolidated partnership that trades energy commodities and 
energy derivatives. The Corporation also takes trading positions for its own account. The Corporation’s after-tax 
results from trading activities, including its share of the results of the trading partnership, amounted to earnings of 
$46 million in 2009, a loss of $36 million in 2008 and earnings of $24 million in 2007. 


Marketing expenses decreased in 2009 as compared with 2008, principally reflecting lower retail credit card 
fees. Marketing expenses increased in 2008 compared with 2007, due to growth in energy marketing activities, 
higher retail credit card fees, and increased transportation costs. 


The Corporation’s future M&R earnings may be impacted by external factors, such as volatility in margins, 
competitive industry conditions, government regulations, credit risk, and supply and demand factors, including the 
effects of weather. 


Corporate 


The following table summarizes corporate expenses: 


2009 2008 2007 
(Millions of dollars) 


Corporate Expenses es) ceae a Beas a Gnien } oops duke ee aes Hee ad a aden $227 $260 $187 
Income: taxés (Dénefits) 2s acco a ese ose ee He ER He _ (82) — (87) _ (62) 
After-tax corporate expenses... 1.0... eee ee ee 145 173 125 
Items affecting comparability between periods, after tax .............. 60  — 25 
Net corporate expenses .... 20... eee ene $205 $173 $150 


Excluding items affecting comparability between periods, the decrease in corporate expenses in 2009 
compared with 2008 primarily reflects gains on supplemental pension related investments, together with lower 
employee and professional costs, partly offset by higher bank facility fees. The increase in corporate expenses in 
2008 compared with 2007 primarily reflects losses on supplemental pension related investments and higher 
employee and professional costs. After-tax corporate expenses in 2010 are estimated to be in the range of $160 to 
$170 million. 


In 2009, the Corporation recorded after-tax charges of $34 million ($54 million before income taxes) related to 
the repurchase of $546 million in notes that were scheduled to mature in 2011 and $26 million ($42 million before 
income taxes) relating to retirement benefits and employee severance costs. The pre-tax charge in connection with 
the debt repurchase was recorded in Other, net, and the pre-tax amount of the retirement benefits and severance 
costs was recorded in General and administrative expenses within the Statement of Consolidated Income. In 2007, 
Corporate expenses included a charge of $25 million ($40 million before income taxes) related to MTBE litigation. 
The pre-tax amount of this charge was recorded in General and administrative expenses. 
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Interest 


Interest expense was as follows: 


2009 2008 2007 
(Millions of dollars) 
Total interest incurred. 2... 6... eee $ 366 $ 274 $ 306 
Less capitalized interest .... 0.0... . ee eee eee 6 7 50 
Interest expense before income taxes...................... 360 267 256 
L€SS: INCOME taKES: 2466s cde dws eae Soe oe ae ee 136 100 96 
After-tax interest expense .... 2.2... eee eee eee $ 224 $ 167 $ 160 


The increase in interest expense primarily reflects higher debt and fees for letters of credit. The decrease in 
capitalized interest in 2009 and 2008 compared to 2007 reflects the completion of several development projects in 
2007. After-tax interest expense in 2010 is expected to be in the range of $220 to $230 million. 


Sales and Other Operating Revenues 


Sales and other operating revenues totaled $29,614 million in 2009, a decrease of 28% compared with 2008. In 
2008, sales and other operating revenues totaled $41,134 million, an increase of 30% compared with 2007. The 
fluctuations in each year primarily reflect changes in crude oil and refined product selling prices. 


The change in cost of goods sold in each year principally reflects the change in sales volumes and prices of 
refined products and purchased natural gas and electricity. 
Liquidity and Capital Resources 


The following table sets forth certain relevant measures of the Corporation’s liquidity and capital resources as 
of December 31: 


2009 2008 

(Millions of dollars) 
Cash and cash equivalents.......: 0.022 s 200 Sac beee deep eR Ree ee ee $ 1,362 $ 908 
Current portion of long-term debt ..... 0.0.0... 0.00. eee eee $ 148 $ 143 
OPAC DU a4 xis assets Sh an 5a. Gh etssne gbldns ite Aeon saa lease ae ay dag et duane a. Sue ey eMac. 3 $ 4,467 $ 3,955 
Total equity 2... 62.g030 84 ea04 eee Oba IS ee Ae Pe ee OP ES OS $13,528 $12,391 
Debt to: capitalization: Tatio*® 2 ecco ee ees he ee RASS E Se LOLA RE SDE Ge 24.8% 24.2% 


* Total debt as a percentage of the sum of total debt plus equity. 


Cash Flows 


The following table sets forth a summary of the Corporation’s cash flows: 


2009 2008 2007 
(Millions of dollars) 


Net cash provided by (used in): 


Operating activities... 2... tt eee $3,046 $ 4,688 $ 3,627 
Investing activities... ..... ee eee eee (2,924) (4,444) (3,474) 
Fimancins ACuVitleS 6.0 acs Baad Bade gad Gees ded Baw ee 332 57 71 
Net increase in cash and cash equivalents ................--4. $ 454 $ 301 $ 224 


Operating Activities: Net cash provided by operating activities, including changes in operating assets and 
liabilities, was $3,046 million in 2009 compared with $4,688 million in 2008, reflecting lower earnings. Operating 
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cash flow increased to $4,688 million in 2008 from $3,627 million in 2007, primarily reflecting increased earnings. 
The Corporation received cash distributions from HOVENSA of $50 million in 2008 and $300 million in 2007. 


Investing Activities: The following table summarizes the Corporation’s capital expenditures: 


2009 2008 2007 
(Millions of dollars) 


Exploration and Production 


EXplOration, 0566 fedora pata le as arb Rha ya eee wes eee $ 611 $ 744 $ 371 
Production and development ............. 0.00 e eee eee ee eee 1,927 2,523 2,605 
Acquisitions (including leaseholds) .....................004. 262 984 462 
2,800 4,251 3,438 

Marketing, Refining and Corporate .......................000. 118 187 140 
Total. oe heya desea d tea Shiides Sa Phd eye ee Bae S $2,918 $4,438 $3,578 


Capital expenditures in 2009 include acquisitions of $188 million for unproved leaseholds and $74 million for 
a 50% interest in blocks PM301 and PM302 in Malaysia, which are adjacent to Block A-18 of the JDA. Capital 
expenditures in 2008 include $600 million for leasehold acquisitions in the United States and $210 million for the 
acquisition of the remaining 22.5% interest in the Corporation’s Gabonese subsidiary. In 2008, the Corporation also 
selectively expanded its energy marketing business by acquiring fuel oil, natural gas, and electricity customer 
accounts, and a terminal and related assets, for an aggregate of approximately $100 million. In 2007, capital 
expenditures include the acquisition of a 28% interest in the Genghis Khan Field in the deepwater Gulf of Mexico 
for $371 million. 


In 2007, the Corporation received proceeds of $93 million for the sale of its interests in the Scott and Telford 
fields located in the United Kingdom. 


Financing Activities: During 2009, net proceeds from borrowings were $447 million. In February 2009, the 
Corporation issued $250 million of 5 year senior unsecured notes with a coupon of 7% and $1 billion of 10 year 
senior unsecured notes with a coupon of 8.125%. The majority of the proceeds were used to repay debt under the 
revolving credit facility and outstanding borrowings on other credit facilities. In December 2009, the Corporation 
issued $750 million of 30 year bonds with a coupon of 6% and tendered for the $662 million of bonds due in August 
2011. The Corporation completed the repurchase of $546 million of the 2011 bonds in December 2009. The 
remaining $116 million of 2011 bonds, classified as Current maturities of long term debt at December 31, 2009, was 
redeemed in January 2010, resulting in a charge of approximately $11 million ($7 million after income taxes). 
During 2008, net repayments of debt were $32 million, compared with net borrowings of $208 million in 2007. 


Total common stock dividends paid were $131 million, $130 million and $127 million in 2009, 2008 and 2007, 
respectively. The Corporation received net proceeds from the exercise of stock options, including related income tax 
benefits, of $18 million, $340 million and $111 million in 2009, 2008 and 2007, respectively. 


Future Capital Requirements and Resources 


The Corporation anticipates investing a total of approximately $4.1 billion in capital and exploratory 
expenditures during 2010, substantially all of which is targeted for E&P operations. In the Corporation’s M&R 
operations, refining margins are currently weak, which have adversely affected HOVENSA’s liquidity position. The 
Corporation intends to provide its share of any necessary financial support for HOVENSA. The Corporation expects 
to fund its 2010 operations, including capital expenditures, dividends, pension contributions and required debt 
repayments and any necessary financial support for HOVENSA, with existing cash on-hand, cash flow from 
operations and its available credit facilities. Crude oil prices, natural gas prices and refining margins are volatile and 
difficult to predict. In addition, unplanned increases in the Corporation’s capital expenditure program could occur. 
If conditions were to change, such as a significant decrease in commodity prices or an unexpected increase in capital 
expenditures, the Corporation would take steps to protect its financial flexibility and may pursue other sources of 
liquidity, including the issuance of debt securities, the issuance of equity securities, and/or asset sales. 
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The table below summarizes the capacity, usage, and available capacity of the Corporation’s borrowing and 
letter of credit facilities at December 31, 2009 (in millions): 


Expiration Letters of Available 
Date Capacity Borrowings Credit Issued Total Used Capacity 
Revolving credit 
facility. ......... May 2012(a) $ 3,000 $ — $ — $ — $ 3,000 
Asset backed credit 
facility. cas. awa July 2010(b) 741 — 500 500 241 
Committed lines... .. Various(c) 2,115 — 1,155 1,155 960 
Uncommitted lines... Various(c) 1,192 — 1,192 1,192 — 
TOtdh-s.c.2 ei sie gw dedee $ 7,048 $ — $ 2,847 $ 2,847 $ 4,201 


(a) $75 million expires in May 2011. 
(b) Total capacity of $1.0 billion subject to the amount of eligible receivables posted as collateral. 


(c) Committed and uncommitted lines have expiration dates primarily through 2010. 


The Corporation maintains a $3.0 billion syndicated, revolving credit facility (the facility), of which 
$2,925 million is committed through May 2012. The facility can be used for borrowings and letters of credit. 
At December 31, 2009, available capacity under the facility was $3.0 billion. The Corporation has a 364 day asset- 
backed credit facility securitized by certain accounts receivable from its M&R operations. At December 31, 2009, 
under the terms of this financing arrangement, the Corporation has the ability to borrow or issue letters of credit of 
up to $1.0 billion, subject to the availability of sufficient levels of eligible receivables. At December 31, 2009, 
outstanding letters of credit under this facility were collateralized by a total of $1,326 million of accounts 
receivable, which are held by a wholly owned subsidiary. These receivables are only available to pay the general 
obligations of the Corporation after satisfaction of the outstanding obligations under the asset backed facility. 


The Corporation also has a shelf registration under which it may issue additional debt securities, warrants, 
common stock or preferred stock. 


A loan agreement covenant based on the Corporation’s debt to capitalization ratio allows the Corporation to 
borrow up to an additional $18.1 billion for the construction or acquisition of assets at December 31, 2009. The 
Corporation has the ability to borrow up to an additional $3.7 billion of secured debt at December 31, 2009 under the 
loan agreement covenants. 


The Corporation’s $2,847 million in letters of credit outstanding at December 31, 2009 were primarily issued 
to satisfy margin requirements. See also Note 14, Risk Management and Trading Activities. 
Credit Ratings 


There are three major credit rating agencies that rate the Corporation’s debt. All three agencies have currently 
assigned an investment grade rating to the Corporation’s debt. The interest rates and facility fees charged on some of 
the Corporation’s credit facilities, as well as margin requirements from risk management and trading counterparties, 
are subject to adjustment if the Corporation’s credit rating changes. 


28 


Contractual Obligations and Contingencies 


Following is a table showing aggregated information about certain contractual obligations at December 31, 
2009: 


Payments Due by Period 
2011 and 2013 and 


Total 2010 2012 2014 Thereafter 
(Millions of dollars) 

Long-term debt® ..............0. $ 4,467 $ 148 §$ 66 «6§$ 370 =6$)=— 3,883 

Operating leases................. 3,282 482 695 677 1,428 
Purchase obligations 

Supply commitments** ......... 37,870 13,158 12,546 12,118 48 

Capital expenditures............ 939 745 191 2 1 

Operating expenses............. 937 457 276 70 134 

Other long-term liabilities........ 2,095 145 366 199 1,385 


* At December 31, 2009, the Corporation’s debt bears interest at a weighted average rate of 7.3%. 


** The Corporation intends to continue purchasing refined product supply from HOVENSA. Estimated future purchases amount to 
approximately $6.0 billion annually using year-end 2009 prices, which have been included in the table through 2014. 


In the preceding table, the Corporation’s supply commitments include its estimated purchases of 50% of 
HOVENSA’s production of refined products, after anticipated sales by HOVENSA to unaffiliated parties. The value 
of future supply commitments will fluctuate based on prevailing market prices at the time of purchase, the actual 
output from HOVENSA, and the level of sales to unaffiliated parties. Also included are term purchase agreements at 
market prices for additional gasoline necessary to supply the Corporation’s retail marketing system and feedstocks 
for the Port Reading refining facility. In addition, the Corporation has commitments to purchase refined products, 
natural gas and electricity to supply contracted customers in its energy marketing business. These commitments 
were computed based predominately on year-end market prices. 


The table also reflects future capital expenditures, including the portion of the Corporation’s planned 
$4.1 billion capital investment program for 2010 that is contractually committed at December 31, 2009. 
Obligations for operating expenses include commitments for transportation, seismic purchases, oil and gas 
production expenses and other normal business expenses. Other long-term liabilities reflect contractually 
committed obligations on the balance sheet at December 31, 2009, including asset retirement obligations, 
pension plan liabilities and anticipated obligations for uncertain income tax positions. 


The Corporation and certain of its subsidiaries lease gasoline stations, drilling rigs, tankers, office space and 
other assets for varying periods under leases accounted for as operating leases. The Corporation entered into a lease 
agreement for a new drillship and related support services for use in its global deepwater exploration and 
development activities. The total payments under this five year contract are expected to be approximately 
$950 million. The Corporation took delivery of the drillship in the fourth quarter of 2009. 


The Corporation has a contingent purchase obligation, expiring in April 2012, to acquire the remaining interest 
in WilcoHess, a retail gasoline station joint venture, for approximately $184 million as of December 31, 2009. 


The Corporation guarantees the payment of up to 50% of HOVENSA’s crude oil purchases from certain 
suppliers other than PDVSA. The amount of the Corporation’s guarantee fluctuates based on the volume of crude oil 
purchased and related prices and at December 31, 2009 it amounted to $121 million. In addition, the Corporation 
has agreed to provide funding up to a maximum of $15 million to the extent HOVENSA does not have funds to meet 
its senior debt obligations. 
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The Corporation is contingently liable under letters of credit and under guarantees of the debt of other entities 
directly related to its business at December 31, 2009 as shown below: 


Total 


(Millions of 
dollars) 


Letters: Of Credit se ia3) asec wate Sie e Gb  wle go chee ee SENS wel Bee HEE ws eee see $ 100 
CSUAT ATLL SE Sgt. csi ocsarse ay duncastis th cath trteessedl Beata dias oe agnacast chia re area rece a olaye ae iisenare ake aeeaa 136 


Off-Balance Sheet Arrangements 


The Corporation has leveraged leases not included in its balance sheet, primarily related to retail gasoline 
stations that the Corporation operates. The net present value of these leases is $412 million at December 31, 2009 
compared with $491 million at December 31, 2008. The Corporation’s December 31, 2009 debt to capitalization 
ratio would increase from 24.8% to 26.5% if these leases were included as debt. 


See also Note 4, Refining Joint Venture, and Note 15, Guarantees and Contingencies, in the notes to the 
financial statements. 


Foreign Operations 


The Corporation conducts exploration and production activities outside the United States, principally in 
Algeria, Australia, Azerbaijan, Brazil, Colombia, Denmark, Egypt, Equatorial Guinea, Gabon, Ghana, Indonesia, 
Libya, Malaysia, Norway, Peru, Russia, Thailand, and the United Kingdom. Therefore, the Corporation is subject to 
the risks associated with foreign operations, including political risk, tax law changes, and currency risk. 


See also Item 1A. Risk Factors Related to Our Business and Operations. 


Accounting Policies 
Critical Accounting Policies and Estimates 


Accounting policies and estimates affect the recognition of assets and liabilities on the Corporation’s balance 
sheet and revenues and expenses on the income statement. The accounting methods used can affect net income, 
equity and various financial statement ratios. However, the Corporation’s accounting policies generally do not 
change cash flows or liquidity. 


Accounting for Exploration and Development Costs: Exploration and production activities are accounted 
for using the successful efforts method. Costs of acquiring unproved and proved oil and gas leasehold acreage, 
including lease bonuses, brokers’ fees and other related costs, are capitalized. Annual lease rentals, exploration 
expenses and exploratory dry hole costs are expensed as incurred. Costs of drilling and equipping productive wells, 
including development dry holes, and related production facilities are capitalized. 


The costs of exploratory wells that find oil and gas reserves are capitalized pending determination of whether 
proved reserves have been found. Exploratory drilling costs remain capitalized after drilling is completed if (1) the 
well has found a sufficient quantity of reserves to justify completion as a producing well and (2) sufficient progress 
is being made in assessing the reserves and the economic and operating viability of the project. If either of those 
criteria is not met, or if there is substantial doubt about the economic or operational viability of the project, the 
capitalized well costs are charged to expense. Indicators of sufficient progress in assessing reserves and the 
economic and operating viability of a project include: commitment of project personnel, active negotiations for 
sales contracts with customers, negotiations with governments, operators and contractors and firm plans for 
additional drilling and other factors. 


Crude Oil and Natural Gas Reserves: ‘The SEC revised its oil and gas reserve estimation and disclosure 
requirements effective for year-end 2009 reporting. In addition, the Financial Accounting Standards Board (FASB) 
revised its accounting standard on oil and gas reserve estimation and disclosures. The determination of estimated 
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proved reserves is a significant element in arriving at the results of operations of exploration and production 
activities. The estimates of proved reserves affect well capitalizations, the unit of production depreciation rates of 
proved properties and wells and equipment, as well as impairment testing of oil and gas assets and goodwill. 


For reserves to be booked as proved they must be determined with reasonable certainty to be economically 
producible from known reservoirs under existing economic conditions, operating methods and government 
regulations. In addition, government and project operator approvals must be obtained and, depending on the 
amount of the project cost, senior management or the board of directors must commit to fund the project. The 
Corporation maintains its own internal reserve estimates that are calculated by technical staff that work directly 
with the oil and gas properties. The Corporation’s technical staff updates reserve estimates throughout the year 
based on evaluations of new wells, performance reviews, new technical data and other studies. To provide 
consistency throughout the Corporation, standard reserve estimation guidelines, definitions, reporting reviews and 
approval practices are used. The internal reserve estimates are subject to internal technical audits and senior 
management review. The Corporation also engaged an independent third party consulting firm to audit 
approximately 80% of the Corporation’s total proved reserves. 


Impairment of Long-Lived Assets and Goodwill: As explained below there are significant differences in the 
way long-lived assets and goodwill are evaluated and measured for impairment testing. The Corporation reviews 
long-lived assets, including oil and gas fields, for impairment whenever events or changes in circumstances indicate 
that the carrying amounts may not be recovered. Long-lived assets are tested based on identifiable cash flows that 
are largely independent of the cash flows of other assets and liabilities. If the carrying amounts of the long-lived 
assets are not expected to be recovered by undiscounted future net cash flow estimates, the assets are impaired and 
an impairment loss is recorded. The amount of impairment is based on the estimated fair value of the assets 
generally determined by discounting anticipated future net cash flows. 


In the case of oil and gas fields, the present value of future net cash flows is based on management’s best 
estimate of future prices, which is determined with reference to recent historical prices and published forward 
prices, applied to projected production volumes and discounted at a risk-adjusted rate. The projected production 
volumes represent reserves, including probable reserves, expected to be produced based on a stipulated amount of 
capital expenditures. The production volumes, prices and timing of production are consistent with internal 
projections and other externally reported information. Oil and gas prices used for determining asset 
impairments will generally differ from those used in the standardized measure of discounted future net cash 
flows, since the standardized measure requires the use of historical twelve month average prices. 


The Corporation’s impairment tests of long-lived E&P producing assets are based on its best estimates of 
future production volumes (including recovery factors), selling prices, operating and capital costs, the timing of 
future production and other factors, which are updated each time an impairment test is performed. The Corporation 
could have impairments if the projected production volumes from oil and gas fields decrease, crude oil and natural 
gas selling prices decline significantly for an extended period or future estimated capital and operating costs 
increase significantly. 


The Corporation’s goodwill is tested for impairment at a reporting unit level, which is an operating segment or 
one level below an operating segment. The impairment test is conducted annually in the fourth quarter or when 
events or changes in circumstances indicate that the carrying amount of the goodwill may not be recoverable. The 
reporting unit or units used to evaluate and measure goodwill for impairment are determined primarily from the 
manner in which the business is managed. The Corporation’s goodwill is assigned to the E&P operating segment 
and it expects that the benefits of goodwill will be recovered through the operation of that segment. 


The Corporation’s fair value estimate of the E&P segment is the sum of: (1) the discounted anticipated cash 
flows of producing assets and known developments, (2) the estimated risk adjusted present value of exploration 
assets, and (3) an estimated market premium to reflect the market price an acquirer would pay for potential 
synergies including cost savings, access to new business opportunities, enterprise control, improved processes and 
increased market share. The Corporation also considers the relative market valuation of similar Exploration and 
Production companies. 
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The determination of the fair value of the E&P segment depends on estimates about oil and gas reserves, future 
prices, timing of future net cash flows and market premiums. Significant extended declines in crude oil and natural 
gas prices or reduced reserve estimates could lead to a decrease in the fair value of the E&P segment that could 
result in an impairment of goodwill. 


As there are significant differences in the way long-lived assets and goodwill are evaluated and measured for 
impairment testing, there may be impairments of individual assets that would not cause an impairment of the 
goodwill assigned to the E&P segment. 


Income Taxes: Judgments are required in the determination and recognition of income tax assets and 
liabilities in the financial statements. These judgments include the requirement to only recognize the financial 
statement effect of a tax position when management believes that it is more likely than not, that based on the 
technical merits, the position will be sustained upon examination. 


The Corporation has net operating loss carryforwards or credit carryforwards in several jurisdictions, 
including the United States, and has recorded deferred tax assets for those losses and credits. Additionally, the 
Corporation has deferred tax assets due to temporary differences between the book basis and tax basis of certain 
assets and liabilities. Regular assessments are made as to the likelihood of those deferred tax assets being realized. If 
it is more likely than not that some or all of the deferred tax assets will not be realized, a valuation allowance is 
recorded to reduce the deferred tax assets to the amount that is expected to be realized. In evaluating realizability of 
deferred tax assets, the Corporation refers to the reversal periods for temporary differences, available carryforward 
periods for net operating losses and credit carryforwards, estimates of future taxable income, the availability of tax 
planning strategies, the existence of appreciated assets and other factors. Estimates of future taxable income are 
based on assumptions of oil and gas reserves and selling prices that are consistent with the Corporation’s internal 
business forecasts. Additionally, the Corporation has income taxes which have been deferred on intercompany 
transactions eliminated in consolidation related to transfers of property, plant and equipment remaining within the 
consolidated group. The amortization of these income taxes deferred on intercompany transactions will occur 
ratably with the recovery through depletion and depreciation of the carrying value of these assets. The Corporation 
does not provide for deferred U.S. income taxes for that portion of undistributed earnings of foreign subsidiaries that 
are indefinitely reinvested in foreign operations. 


Fair Value Measurements: The Corporation’s derivative instruments and supplemental pension plan 
investments are recorded at fair value, with changes in fair value recognized in earnings or other 
comprehensive income each period. The Corporation uses various valuation approaches in determining fair 
value, including the market and income approaches. The Corporation’s fair value measurements also include non- 
performance risk and time value of money considerations. Counterparty credit is considered for receivable 
balances, and the Corporation’s credit is considered for accrued liabilities. 


The Corporation determines fair value in accordance with the FASB fair value measurements accounting 
standard which established a hierarchy that categorizes the sources of inputs, which generally range from quoted 
prices for identical instruments in a principal trading market (Level 1) to estimates determined using related market 
data (Level 3). Multiple inputs may be used to measure fair value, however, the level of fair value is based on the 
lowest significant input level within this fair value hierarchy. Inputs include discounted cash flow calculations and 
other unobservable data. 


The Corporation also records certain nonfinancial assets and liabilities at fair value. These fair value 
measurements include assets and liabilities recorded in connection with business combinations, the initial 
recognition of asset retirement obligations and long-lived assets and goodwill measured at fair value in an 
impairment assessment. 


Details on the methods and assumptions used to determine the fair values are as follows: 


Fair value measurements based on Level 1 inputs: Measurements that are most observable are based 
on quoted prices of identical instruments obtained from the principal markets in which they are traded. Closing 
prices are both readily available and representative of fair value. Market transactions occur with sufficient 
frequency and volume to assure liquidity. The fair value of certain of the Corporation’s exchange traded 
futures and options are considered Level 1. 
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Fair value measurements based on Level 2 inputs: Measurements derived indirectly from observable 
inputs or from quoted prices from markets that are less liquid are considered Level 2. Measurements based on 
Level 2 inputs include over-the-counter derivative instruments that are priced on an exchange traded curve but have 
contractual terms that are not identical to exchange traded contracts. The Corporation utilizes fair value 
measurements based on Level 2 inputs for certain forwards, swaps and options. The liability related to the 
Corporation’s crude oil hedges is classified as Level 2. 


Fair value measurements based on Level 3 inputs: Measurements that are least observable are 
estimated from related market data determined from sources with little or no market activity for comparable 
contracts or are positions with longer durations. For example, in its energy marketing business, the Corporation sells 
natural gas and electricity to customers and offsets the price exposure by purchasing forward contracts. The fair 
value of these sales and purchases may be based on specific prices at less liquid delivered locations, which are 
classified as Level 3. Fair values determined using discounted cash flows are also classified as Level 3. 


Derivatives: The Corporation utilizes derivative instruments for both risk management and trading 
activities. In risk management activities, the Corporation uses futures, forwards, options and swaps, 
individually or in combination to mitigate its exposure to fluctuations in the prices of crude oil, natural gas, 
refined products and electricity, as well as changes in interest and foreign currency exchange rates. In trading 
activities, the Corporation, principally through a consolidated partnership, trades energy commodities and 
derivatives, including futures, forwards, options and swaps, based on expectations of future market conditions. 


All derivative instruments are recorded at fair value in the Corporation’s balance sheet. The Corporation’s 
policy for recognizing the changes in fair value of derivatives varies based on the designation of the derivative. The 
changes in fair value of derivatives that are not designated as hedges are recognized currently in earnings. 
Derivatives may be designated as hedges of expected future cash flows or forecasted transactions (cash flow hedges) 
or hedges of firm commitments (fair value hedges). The effective portion of changes in fair value of derivatives that 
are designated as cash flow hedges is recorded as a component of other comprehensive income (loss). Amounts 
included in accumulated other comprehensive income (loss) for cash flow hedges are reclassified into earnings in 
the same period that the hedged item is recognized in earnings. The ineffective portion of changes in fair value of 
derivatives designated as cash flow hedges is recorded currently in earnings. Changes in fair value of derivatives 
designated as fair value hedges are recognized currently in earnings. The change in fair value of the related hedged 
commitment is recorded as an adjustment to its carrying amount and recognized currently in earnings. 


Derivatives that are designated as either cash flow or fair value hedges are tested for effectiveness 
prospectively before they are executed and both prospectively and retrospectively on an on-going basis to 
determine whether they continue to qualify for hedge accounting. The prospective and retrospective 
effectiveness calculations are performed using either historical simulation or other statistical models, which 
utilize historical observable market data consisting of futures curves and spot prices. 


Retirement Plans: The Corporation has funded non-contributory defined benefit pension plans and an 
unfunded supplemental pension plan. The Corporation recognizes on the balance sheet the net change in the funded 
status of the projected benefit obligation for these plans. 


The determination of the obligations and expenses related to these plans are based on several actuarial 
assumptions, the most significant of which relate to the discount rate for measuring the present value of future plan 
obligations; expected long-term rates of return on plan assets; and rate of future increases in compensation levels. 
These assumptions represent estimates made by the Corporation, some of which can be affected by external factors. 
For example, the discount rate used to estimate the Corporation’s projected benefit obligation is based on a portfolio 
of high-quality, fixed-income debt instruments with maturities that approximate the expected payment of plan 
obligations, while the expected return on plan assets is developed from the expected future returns for each asset 
category, weighted by the target allocation of pension assets to that asset category. Changes in these assumptions 
can have a material impact on the amounts reported in the Corporation’s financial statements. 


Asset Retirement Obligations: The Corporation has material legal obligations to remove and dismantle long 
lived assets and to restore land or seabed at certain exploration and production locations. In accordance with 
generally accepted accounting principles, the Corporation recognizes a liability for the fair value of required asset 
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retirement obligations. In addition, the fair value of any legally required conditional asset retirement obligations is 
recorded if the liability can be reasonably estimated. The Corporation capitalizes such costs as a component of the 
carrying amount of the underlying assets in the period in which the liability is incurred. In order to measure these 
obligations, the Corporation estimates the fair value of the obligations by discounting the future payments that will 
be required to satisfy the obligations. In determining these estimates, the Corporation is required to make several 
assumptions and judgments related to the scope of dismantlement, timing of settlement, interpretation of legal 
requirements, inflationary factors and discount rate. In addition, there are other external factors which could 
significantly affect the ultimate settlement costs for these obligations including: changes in environmental 
regulations and other statutory requirements, fluctuations in industry costs and foreign currency exchange 
rates, and advances in technology. As a result, the Corporation’s estimates of asset retirement obligations are 
subject to revision due to the factors described above. Changes in estimates prior to settlement result in adjustments 
to both the liability and related asset values. 


Changes in Accounting Policies 


The FASB Accounting Standards Codification (ASC) became effective on July 1, 2009. The ASC combined 
multiple sources of authoritative accounting literature into a single source of authoritative GAAP organized by 
accounting topic. Since the ASC was not intended to change existing GAAP, the only impact on the Corporation’s 
financial statements was that specific references to accounting principles have been changed to refer to the ASC. 


Effective January 1, 2009, the Corporation adopted the FASB accounting standard for the accounting for and 
reporting of noncontrolling interests in a consolidated subsidiary (ASC 810 — Consolidation, originally issued as 
FAS 160, Noncontrolling Interests in Consolidated Financial Statements, an amendment of ARB No. 51). As 
required, the Corporation retrospectively applied the presentation and disclosure requirements of this standard. At 
December 31, 2009 and December 31, 2008 noncontrolling interests of $144 million and $84 million, respectively, 
have been classified as a component of equity. Prior to adoption, noncontrolling interests were classified in Other 
liabilities. Net income (loss) attributable to the noncontrolling interests must also be separately reported in the 
Statement of Consolidated Income. Certain other amounts in the consolidated financial statements and footnotes 
have been reclassified to conform with the presentation requirements of this standard. 


Effective January 1, 2009, the Corporation adopted the FASB accounting standard that expanded the 
qualitative, quantitative and credit risk disclosure requirements related to an entity’s use of derivative 
instruments (ASC 815 — Derivatives and Hedging, originally issued as FAS 161, Disclosures about Derivative 
Instruments and Hedging Activities). See Note 14, Risk Management and Trading Activities, for these disclosures. 


Effective January 1, 2009, the Corporation also adopted the FASB staff position that requires the application of 
the fair value measurement and disclosure provisions to nonfinancial assets and liabilities that are measured at fair 
value on a nonrecurring basis (ASC 820 — Fair Value Measurements and Disclosures, originally issued as FASB 
Staff Position No. 157-2, Effective Date of FASB Statement No. 157). Such fair value measurements are determined 
based on the same fair value hierarchy of inputs required to measure the fair value of financial assets and liabilities. 
The impact of this accounting standard was not material to the Corporation’s consolidated financial statements. 


Effective June 30, 2009, the Corporation adopted the FASB accounting standard which provides guidance on 
the accounting for and disclosure of events that occur after the balance sheet date but before financial statements are 
issued (ASC 855 — Subsequent Events, originally issued as FAS 165, Subsequent Events). The adoption of this 
standard did not impact the Corporation’s existing practice of evaluating subsequent events through the date the 
financial statements are issued. 


In January 2010, the FASB adopted an accounting standards update (ASU) Extractive Activities — Oil and 
Gas (ASC 932 — Oil and Gas Reserve Estimation and Disclosures) which is effective for financial statements for 
the year ended December 31, 2009 and amends the requirements for oil and gas reserve estimation and disclosures. 
The objective of the ASU was to align accounting standards with the previously issued SEC requirements on oil and 
gas reserve estimation and disclosure. The main provisions of the ASU are to expand the definition of oil and gas 
producing activities to include the extraction of resources which are saleable as synthetic oil or gas, to change the 
price assumption used for reserve estimation and future cash flows to a twelve month average from the year-end 
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price and to amend the geographic disclosure requirements for reporting reserves and other supplementary oil and 
gas data. See the Supplementary Oil and Gas Data for these disclosures. 


Recently Issued Accounting Standards 


In June 2009, the FASB amended existing accounting standards to eliminate the concept of a qualifying 
special-purpose entity (ASC 860 — Transfers and Servicing, originally issued as FAS 166, Accounting for 
Transfers of Financial Assets —an amendment of FASB Statement No. 140), which did not require 
consolidation under existing GAAP. The FASB also amended existing accounting standards to limit the 
circumstances in which transferred financial assets should be derecognized (ASC 810 — Consolidation, 
originally issued as FAS 167, Amendments to FASB Interpretation No. FIN 46(R)). The amended standards 
require additional analysis of variable interest entities to determine if consolidation is necessary. The adoption of 
these standards will not have a material impact on the Corporation’s financial statements. As required, the 
Corporation will adopt the provisions of these standards effective January 1, 2010. 


Environment, Health and Safety 


The Corporation has a values-based, socially-responsible strategy focused on improving environment, health 
and safety performance and making a positive impact on communities where it does business. The strategy is 
reflected in the Corporation’s environment, health, safety and social responsibility (EHS & SR) policies and by 
environment and safety management systems that help protect the Corporation’s workforce, customers and local 
communities. The Corporation’s management systems are designed to uphold or exceed international standards and 
are intended to promote internal consistency, adherence to policy objectives and continual improvement in EHS & 
SR performance. Improved performance may, in the short-term, increase the Corporation’s operating costs and 
could also require increased capital expenditures to reduce potential risks to assets, reputation and license to 
operate. In addition to enhanced EHS & SR performance, improved productivity and operational efficiencies may 
be realized as collateral benefits from investments in EHS & SR. The Corporation has programs in place to evaluate 
regulatory compliance, audit facilities, train employees, prevent and manage risks and emergencies and to generally 
meet corporate EHS & SR goals. 


The Corporation and HOVENSA produce and the Corporation distributes fuel oils in the United States. 
Proposals by state regulatory agencies and legislatures have been made that would require a lower sulfur content of 
fuel oils. If adopted, these proposals could require capital expenditures by the Corporation and HOVENSA to meet 
the required sulfur content standards. 


As described in Item 3, Legal Proceedings, in 2003 the Corporation and HOVENSA began discussions with 
the U.S. EPA regarding the EPA’s Petroleum Refining Initiative (PRI). The PRI is an ongoing program that is 
designed to reduce certain air emissions at all U.S. refineries. Since 2000, the EPA has entered into settlements 
addressing these emissions with petroleum refining companies that control over 90% of the domestic refining 
capacity. Negotiations with the EPA are continuing and substantial progress has been made toward resolving this 
matter for both the Corporation and HOVENSA. While the effect on the Corporation of the Petroleum Refining 
Initiative cannot be estimated until a final settlement is reached and entered by a court, additional significant future 
capital expenditures and operating expenses will likely be incurred by HOVENSA over a number of years. The 
amount of penalties, if any, is not expected to be material. 


The Corporation has undertaken a program to assess, monitor and reduce the emission of greenhouse gases, 
including carbon dioxide and methane. The Corporation recognizes that climate change is a global environmental 
concern. The Corporation is committed to the responsible management of greenhouse gas emissions from our 
existing assets and future developments and is implementing a strategy to control our carbon emissions. 


The Corporation will have continuing expenditures for environmental assessment and remediation. Sites 
where corrective action may be necessary include gasoline stations, terminals, onshore exploration and production 
facilities, refineries (including solid waste management units under permits issued pursuant to the Resource 
Conservation and Recovery Act) and, although not currently significant, “Superfund” sites where the Corporation 
has been named a potentially responsible party. 
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The Corporation accrues for environmental assessment and remediation expenditures for known sites when the 
future costs are probable and reasonably estimable. At year-end 2009, the Corporation’s reserve for estimated 
environmental liabilities was approximately $55 million. The Corporation’s environmental assessment and 
remediation expenditures were approximately $11 million in each of the years 2009, 2008 and 2007. The 
Corporation expects that existing reserves for environmental liabilities are sufficient for costs to assess and 
remediate known sites. The Corporation anticipates capital expenditures for facilities, primarily to comply with 
federal, state and local environmental standards, of approximately $50 million in 2010. 


Forward-Looking Information 


Certain sections of Management’s Discussion and Analysis of Financial Condition and Results of Operations 
and Quantitative and Qualitative Disclosures about Market Risk, including references to the Corporation’s future 
results of operations and financial position, liquidity and capital resources, capital expenditures, oil and gas 
production, tax rates, debt repayment, hedging, derivative, market risk and environmental disclosures, off-balance 
sheet arrangements and contractual obligations and contingencies include forward-looking information. Forward- 
looking disclosures are based on the Corporation’s current understanding and assessment of these activities and 
reasonable assumptions about the future. Actual results may differ from these disclosures because of changes in 
market conditions, government actions and other factors. 


Item 7A. Quantitative and Qualitative Disclosures About Market Risk 


In the normal course of its business, the Corporation is exposed to commodity risks related to changes in the 
price of crude oil, natural gas, refined products and electricity, as well as to changes in interest rates and foreign 
currency values. The Corporation also has trading operations, principally through a 50% voting interest in a 
consolidated partnership that trades energy commodities and energy derivatives. These activities are also exposed to 
commodity risks primarily related to the prices of crude oil, natural gas and refined products. The following 
describes how these risks are controlled and managed. 


Controls: The Corporation maintains a control environment under the direction of its chief risk officer and 
through its corporate risk policy, which the Corporation’s senior management has approved. Controls include 
volumetric, term and value-at-risk limits. The chief risk officer must approve the use of new instruments or 
commodities. Risk limits are monitored and reported on daily to business units and to senior management. The 
Corporation’s risk management department also performs independent verifications of sources of fair values and 
validations of valuation models. These controls apply to all of the Corporation’s risk management and trading 
activities, including the consolidated trading partnership. The Corporation’s treasury department is responsible for 
administering foreign exchange rate and interest rate hedging programs. 


The Corporation uses value-at-risk to monitor and control commodity risk within its trading and risk 
management activities. The value-at-risk model uses historical simulation and the results represent the 
potential loss in fair value over one day at a 95% confidence level. The model captures both first and second 
order sensitivities for options. Results may vary from time to time as strategies change in trading activities or 
hedging levels change in risk management activities. 


Instruments: The Corporation primarily uses forward commodity contracts, foreign exchange forward 
contracts, futures, swaps, options and energy commodity based securities in its risk management and trading 
activities. These contracts are generally widely traded instruments with standardized terms. The following 
describes these instruments and how the Corporation uses them: 


¢ Forward Commodity Contracts: The Corporation enters into contracts for the forward purchase and sale of 
commodities. At settlement date, the notional value of the contract is exchanged for physical delivery of the 
commodity. Forward contracts that are deemed normal purchase and sale contracts are excluded from the 
quantitative market risk disclosures. 


¢ Forward Foreign Exchange Contracts: The Corporation enters into forward contracts primarily for the 
British pound, the Euro, and the Thai Baht, which commit the Corporation to buy or sell a fixed amount of 
these currencies at a predetermined exchange rate on a future date. 
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¢ Exchange Traded Contracts: The Corporation uses exchange traded contracts, including futures, on a 
number of different underlying energy commodities. These contracts are settled daily with the relevant 
exchange and may be subject to exchange position limits. 


¢ Swaps: The Corporation uses financially settled swap contracts with third parties as part of its hedging and 
trading activities. Cash flows from swap contracts are determined based on underlying commodity prices 
and are typically settled over the life of the contract. 


¢ Options: Options on various underlying energy commodities include exchange traded and third party 
contracts and have various exercise periods. As a seller of options, the Corporation receives a premium at the 
outset and bears the risk of unfavorable changes in the price of the commodity underlying the option. As a 
purchaser of options, the Corporation pays a premium at the outset and has the right to participate in the 
favorable price movements in the underlying commodities. These premiums are a component of the fair 
value of the options. 


¢ Energy Securities: Energy securities include energy related equity or debt securities issued by a company 
or government or related derivatives on these securities. 


Risk Management Activities 


Energy marketing activities: In its energy marketing activities, the Corporation sells refined petroleum 
products, natural gas and electricity principally to commercial and industrial businesses at fixed and floating prices 
for varying periods of time. Commodity contracts such as futures, forwards, swaps and options together with 
physical assets, such as storage, are used to obtain supply and reduce margin volatility or lower costs related to sales 
contracts with customers. 


Corporate risk management: Corporate risk management activities include transactions designed to reduce 
risk in the selling prices of crude oil or natural gas produced by the Corporation or to reduce exposure to foreign 
currency or interest rate movements. Generally, futures, swaps or option strategies may be used to reduce risk in the 
selling price of a portion of the Corporation’s crude oil or natural gas production. Forward contracts may also be used to 
purchase certain currencies in which the Corporation does business with the intent of reducing exposure to foreign 
currency fluctuations. Interest rate swaps may also be used, generally to convert fixed rate interest payments to floating. 


The Corporation uses foreign exchange contracts to reduce its exposure to fluctuating foreign exchange rates 
by entering into formal contracts for various currencies including the British pound, the Euro and the Thai baht. At 
December 31, 2009 the Corporation had a payable of $16 million related to foreign exchange contracts maturing in 
2010. The fair value of the foreign exchange contracts was also a payable of $16 million at December 31, 2009. The 
change in fair value of the foreign exchange contracts from a 20% strengthening of the US dollar exchange rate is 
estimated to be approximately $172 million at December 31, 2009. 


The Corporation’s debt of $4,467 million has a fair value of $5,073 million at December 31, 2009. A 15% decrease 
in the rate of interest would increase the fair value of debt by approximately $120 million at December 31, 2009. 


Value at risk 


Following is the value at risk for the Corporation’s energy marketing and risk management activities: 


2009 2008 
(Millions of 
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igh, 2.02%.ga's somes ewe WS SERRE eae Gat Me wa wba UME ee Pa aey awe eat 13 140 
TIOW. sinha eechee Sa Sree RE aka ie a es Bh OE SE ered a Pe Re ees 8 13 
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Trading Activities 


Trading activities are conducted principally through a trading partnership in which the Corporation has a 50% 
voting interest. This consolidated entity intends to generate earnings through various strategies primarily using 
energy commodities, securities and derivatives. The Corporation also takes trading positions for its own account. 


Following is the value at risk for the Corporation’s trading activities: 


2009 2008 
(Millions of dollars) 
At DeGember 30 s.rzvc-cce acetate eae Mis eid. RCS ns Ge ed Ae ay ane al $ 9 $ 17 
PAV CEASE: ne, rig chy Gey ccs ist ges ee eae Mew ae eg eS Sothhre s caees  et 12 13 
High. 3.4.5 Bgu%.bhe OSGeo HOS HSU dS RESET e ees Hho ee eae ees 15 17 
TOW asics oh eecces ac Las aie a en, su etitetsiae, Desh niet aldara Saale he cA Ueate ect eases Sas Le ees she 9 11 


Derivative trading transactions are marked-to-market and unrealized gains or losses are reflected in income 
currently. Gains or losses from sales of physical products are recorded at the time of sale. Total realized gains 
(losses) on trading activities amounted to $642 million in 2009 and $(317) million in 2008. The following table 
provides an assessment of the factors affecting the changes in fair value of trading activities and represents 100% of 
the trading partnership and other trading activities. 


2009 2008 
(Millions of dollars) 
Fair value of contracts outstanding at the beginning of the year ............. $ 864 $ 154 
Change in fair value of contracts outstanding at the beginning of the year and 
still outstanding at the end of the year... 2.2... .... cee eee ee eee (6) (257) 
Reversal of fair value for contracts closed during the year ................. (534) 42 
Fair value of contracts entered into during the year and still outstanding....... (214) 925 
Fair value of contracts outstanding at the end of the year.................. $ 110 $ 864 


The following table summarizes the sources of fair values of derivatives used in the Corporation’s trading 
activities at December 31, 2009: 


2013 and 
Total 2010 2011 2012 Beyond 
(Millions of dollars) 
Source of fair value 
MeVEl We ececincen Seats, Hd Sates Sees Sede te bak $ (86) $ (97) $ 7 $ 2 $ 2 
Meveli 2 2. dctecs o ta tks Soe oi eee wea Me 147 103 59 (13) (2) 
Level 3 1... ee ee ee ee eens 49 35 17 8 (11) 


Total peas fo eaeeae est Eo ee $ 110 $ 41 §$ 83 $ ©) $ dt 


The following table summarizes the receivables net of cash margin and letters of credit relating to the 
Corporation’s trading activities and the credit ratings of counterparties at December 31: 


2009 2008 

(Millions of dollars) 
Investment grade determined by outside sources ...............00000 000+ $ 232 $ 263 
Investment grade determined internally* ....................0.0000000. 120 133 
Less than investment grade.... 2.2.0.0... 00 eee 61 58 
Fair value of net receivables outstanding at the end of the year ............. $ 413 $ 454 


* Based on information provided by counterparties and other available sources. 
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Item 8. Financial Statements and Supplementary Data 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
INDEX TO FINANCIAL STATEMENTS AND SCHEDULE 


Page 
Number 

Management’s Report on Internal Control over Financial Reporting......................000. 40 
Reports of Independent Registered Public Accounting Firm... 1.2.2.2... 0.0.0.0 eee ee eee 41 
Consolidated Balance Sheet at December 31, 2009 and 2008........ 0.0... 0.0... eee 43 
Statement of Consolidated Income for each of the three years in the period ended December 31, 

2009 cine he eee Se ae ee ee Ee ea aw Oe a LG paw ew bee mo a PES 44 
Statement of Consolidated Cash Flows for each of the three years in the period ended December 31, 

DOOD necro db hvneS vp RY OE ae Oe Ee eee ee eee ees dea yeh Peete 45 
Statement of Consolidated Equity and Comprehensive Income for each of the three years in the 

period ended December 31,2009 «2 occu e ee ete ee bees eee eee EEG ENS Ree ee ed 46 
Notes to Consolidated Financial Statements .............. 0.0.0.0 0 022s 47 
Supplementary Oil and Gas Data ....... 0... eee ees 77 
Quarterly Financial Data. ci. ess eee ee ORR YESS OR ed SOREN Ns edb tale SHES eRe oats 85 
Schedule* If — Valuation and Qualifying Accounts......... 0.0.0... 00. 91 


* Schedules other than Schedule II have been omitted because of the absence of the conditions under which they are required or because the 
required information is presented in the financial statements or the notes thereto. 
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Management’s Report on Internal Control over Financial Reporting 


Our management is responsible for establishing and maintaining adequate internal control over financial 
reporting, as such term is defined in Exchange Act Rules 13a-15(f). Under the supervision and with the participation 
of our management, including our principal executive officer and principal financial officer, we conducted an 
evaluation of the effectiveness of our internal control over financial reporting, as required by Section 404 of the 
Sarbanes-Oxley Act, based on the framework in Internal Control — Integrated Framework issued by the 
Committee of Sponsoring Organizations of the Treadway Commission. Based on our evaluation, management 
concluded that our internal control over financial reporting was effective as of December 31, 2009. 


The Corporation’s independent registered public accounting firm, Ernst & Young LLP, has audited the 
effectiveness of the Corporation’s internal control over financial reporting as of December 31, 2009, as stated in 
their report, which is included herein. 


file Nhe 8 ee 


John P. Rielly John B. Hess 
Senior Vice President and Chairman of the Board and 
Chief Financial Officer Chief Executive Officer 


February 26, 2010 
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Report of Independent Registered Public Accounting Firm 


The Board of Directors and Stockholders 
Hess Corporation 


We have audited Hess Corporation’s internal control over financial reporting as of December 31, 2009, based 
on criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (the COSO criteria). Hess Corporation’s management is responsible 
for maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of 
internal control over financial reporting included in the accompanying Management’s Report on Internal Control 
over Financial Reporting. Our responsibility is to express an opinion on the Corporation’s internal control over 
financial reporting based on our audit. 


We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether effective internal control over financial reporting was maintained in all material respects. Our audit 
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material 
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the 
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe 
that our audit provides a reasonable basis for our opinion. 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s 
assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 


In our opinion, Hess Corporation maintained, in all material respects, effective internal control over financial 
reporting as of December 31, 2009 based on the COSO criteria. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the consolidated balance sheet of Hess Corporation and consolidated subsidiaries as of 
December 31, 2009 and 2008, and the related statements of consolidated income, cash flows, and equity and 
comprehensive income of Hess Corporation and consolidated subsidiaries for each of the three years in the period 
ended December 31, 2009, and our report dated February 26, 2010 expressed an unqualified opinion thereon. 


Samet ¥ LLP 


February 26, 2010 
New York, New York 
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Report of Independent Registered Public Accounting Firm 


The Board of Directors and Stockholders 
Hess Corporation 


We have audited the accompanying consolidated balance sheet of Hess Corporation and consolidated 
subsidiaries (the “Corporation”) as of December 31, 2009 and 2008, and the related statements of consolidated 
income, cash flows, and equity and comprehensive income for each of the three years in the period ended 
December 31, 2009. Our audits also included the financial statement schedule listed in the Index at Item 8. These 
financial statements and schedule are the responsibility of the Corporation’s management. Our responsibility is to 
express an opinion on these financial statements and schedule based on our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 


In our opinion, the financial statements referred to above present fairly, in all material respects, the 
consolidated financial position of Hess Corporation and consolidated subsidiaries at December 31, 2009 and 
2008, and the consolidated results of their operations and their cash flows for each of the three years in the period 
ended December 31, 2009, in conformity with U.S. generally accepted accounting principles. Also, in our opinion, 
the related financial statement schedule, when considered in relation to the consolidated financial statements taken 
as a whole, presents fairly in all material respects, the information set forth therein. 


As discussed in Note | to the consolidated financial statements, the Corporation adopted new oil and gas 
reserve estimation and disclosure requirements effective December 31, 2009. Also, as discussed in Note | to the 
consolidated financial statements, the Corporation adopted the guidance originally issued in Financial Accounting 
Standards Board (“FASB”) Financial Accounting Standard 160, Noncontrolling Interests in Consolidated Financial 
Statements (codified in FASB Accounting Standards Codification Topic 810, Consolidation), effective January 1, 
2009. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), Hess Corporation’s internal control over financial reporting as of December 31, 2009, based on 
criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission and our report dated February 26, 2010 expressed an unqualified 
opinion thereon. 


Srnet + LLP 


February 26, 2010 
New York, New York 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
CONSOLIDATED BALANCE SHEET 


ASSETS 
CURRENT ASSETS 
Cash and cash equivalents, 4 c.g. ssck wide ON de ws ard aides ele Sa dh acd ee eee & 
Accounts receivable 
MANS oy sauctu, Scfocts ode ckcetstecvah die oeres east aiseetes sc aceetesdacves eee ales dey Mestete ds] etieeseciseatcin aicsevratdy oe, des seca seascatsascie daahtoe aes 
OTHER oss. eset a aetntes sed es, xt A Ded, Oe es Ede a dos Sey OR Sok eee REE ae ae A 
TMVENCOTIES 5 ese dS cpek, sey 5 Weeewsh. a OE Gee Ra we BOG Odo A ee ESE oe WO ede SR eR, dee aT 
Other current: assets 's..c-4 des des Siva aed are ha eS es bh ars. @ oberg eee SA Soa re a See eee ES 


Total ‘Current :aSsetsz. a8 Wid oad eo ha Rab wo oa oS ee A ew ON 


INVESTMENTS IN AFFILIATES 
THOVENS A EAC. jascacidnd laa 4a tase arson se eiaids ph aac dein a. ptanasss sie onase uaa ao ata tacny Roch prperar ee aqigater etataratn 


PROPERTY, PLANT AND EQUIPMENT 
Total: at COSC ssc ay 28 ahs Sed de aa wee Ba alee a dae de Be eee AN Waearat ag setae eee EWR eS 


Property, plant and equipment — net... 2.0... . eee eae 


GOOD WIL ota cheat Sas otis edit ene nas atria: Soe he gia tn ahd ade eye dale Mekrinad, etoeicermeatclecaesedd Bin 
DEFERRED INCOME TAXES ... 0.0... ee 
OTHER ‘ASSETS. 3 j.ccta8dia Ga A pandigte.e el wees a ee oe oe oe OR EE 


TOTAL. ASSETS 36.2.4 0 25 Sade Fea ee Oh a ee 0 Se ee eee eS 


CURRENT LIABILITIES 
Accounts. payable: nc idee dha ee ee es ee EN Ee A WARS ey PG a ae eo a ee 
Acerued labtlities 2c. cu dt wk ack nek S Ane a ie yee eb a ade ed a ee 
‘Taxes: payables 3.43, oct Gi wh ea eats adage EM ORNS CR ee i ae oe wae ts Bs 
Current maturities of long-term debt... 2.0... .. eee 


Total Current 1 abilities: 20565. amiaa telat tat caterer obec aceon Se tod sie hee Moatar aaa hloa a aieeneninetecenataaate 


LONG-TERM DEBUT 5:55 65 fae $4 cee as Sed ee Ee ee ee Dae RA ee ee bs 
DEFERRED INCOME TAXES ... 0.0.0.0 cee 
ASSET RETIREMENT OBLIGATIONS ..........00.0 000000 c eee 
OTHER LIABILITIES AND DEFERRED CREDITS.............................00. 
Potal ld abies. isa .gte dois jefe seen el 5. a fo sell Balt aoe nda: deinen apa Saipadcle atibedag Goll ashe. doledelen Hele adad aie a 
EQUITY 
Common stock, par value $1.00 
Authorized: 600,000 shares 
Issued: 2009 — 327,229 shares; 2008 — 326,133 shares ... 2... 0.0.0.0 cece eee 
Capital in-éxcess of par valtié.. 3.4.6 ob oe i ne Oe a be wT aaa ae We eh oe eee 
RGtAINSd Cari GS iso. 3 ticgae cand Meh are baled sc ensecaee dcie, Gay eos ale, cate bob as a abcls Gandhian Mad mu Seah arlal ace babs dees ane 
Accumulated other comprehensive income (loss)... 0... 0... 0c cee eee eee eee 
Total Hess Corporation stockholders’ equity ...... 0... 00... eee eee ee 
Noncontrolling: interests: <2. s4 00.5060 644 fe ck ON ba ee Saka a eee Sa ewe neo ee ee OG 
Total equity s:.6 0 o¢ta-Ga0ai si hae tabi Os bate eta ate eb Oa wee be eee ad bs 


TOTAL LIABILITIES AND EQUITY ......... 0.0.0.0... eee 


December 31, 
2009 2008 


(Millions of dollars; 
thousands of shares) 


$ 1,362 $ 908 


3,650 4,059 


274 238 
1,438 1,308 
1,263 819 


681 919 
232 208 
913 1,127 


13,528 12,391 
$29,465 $28,589 


The consolidated financial statements reflect the successful efforts method of accounting for oil and gas 


exploration and production activities. 


See accompanying notes to consolidated financial statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
STATEMENT OF CONSOLIDATED INCOME 


REVENUES AND NON-OPERATING INCOME 
Sales (excluding excise taxes) and other operating revenues ....... 
Equity in income (loss) of HOVENSA L.L.C. 1.2.2.2... 
Gain)on asset Sales. eis coe eee ee HOS eee Ree Cod wd 
(© 110 (ci inks | ol (a ee ae a eno en Be or BE 


Total revenues and non-operating income................0-. 


COSTS AND EXPENSES 
Cost of products sold (excluding items shown separately below)... . 
Production expenses: 4 sig eben eee OS ee Gee ee ea ee 
Marketing expenses + «2. 04:2¢15.e400 dae cameete bay eee se 
Exploration expenses, including dry holes and lease impairment... . 
Other operating expenses... 1.2.0.0... 0.0.00... eee eee 
General and administrative expenses ..................-000005 
Interest CXpense: <.23.4 504.0 ue eben s had ben ee neee tends bated 
Depreciation, depletion and amortization ..................04. 


Total costs and expenses ..... 0... 0.0 eee eee eee 
INCOME BEFORE INCOME TAXES....................... 
Provision for INCOME: taXES sac eee eRe ee eee ee eS 
NET INCOME. 03 ois peeved eee Se eee ee eee Oe eee ee 
Less: Net income (loss) attributable to noncontrolling interests... .. 


NET INCOME ATTRIBUTABLE TO HESS CORPORATION .... 


BASIC NET INCOME PER SHARE .......................4. 
DILUTED NET INCOME PER SHARE ..................... 


WEIGHTED AVERAGE NUMBER OF COMMON SHARES 
OUTSTANDING (DILUTED) .................0.0 00.0000. 


Years Ended December 31, 


2009 


2008 


2007 


(Millions of dollars, except per share data) 


$29,614 $41,134 $31,727 
(229) 44 176 

— — 21 

184 (115) 80 
29,569 41,063 32,004 
20,961 29,567 22,532 
1,805 1,872 1,581 
1,008 1,025 944 
829 725 515 

183 209 161 

647 672 614 

360 267 256 
2,254 2,029 1,576 
28,047 36,366 28,179 
1,522 4,697 3,825 
715 2,340 1,872 

$ 807 $ 2,357 $ 1,953 
67 (3) 121 

$ 740 $ 2,360 $ 1,832 
$ 2.28 $ 7.35 $ 5.86 
$ 2.27 $ 7.24 $ 5.74 
326.0 325.8 319.3 


See accompanying notes to consolidated financial statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 


STATEMENT OF CONSOLIDATED CASH FLOWS 


Years Ended December 31, 


2009 


CASH FLOWS FROM OPERATING ACTIVITIES 
NO@CANCOME:s 5.055 chara Shans WaGle wach nte ae Res Sees Le es $ 807 


Adjustments to reconcile net income to net cash provided by 
operating activities 


Depreciation, depletion and amortization ................... 2,254 
Exploratory dry hole costs............... 00000 000000000. 267 
Lease: impairment) 2.6 diag arts dod ee ait ba a dee be a ES ah 231 
Pre-tax gain on asset sales... . 2... eee eee — 
Benefit for deferred income taxes... . 2.0.20... 00000 e eee (438) 
Distributed earnings of HOVENSA L.L.C., net... 2... ....00.. 229 
Stock compensation expense ............ 0.0.0.0 0 ee eee 128 
Changes in other operating assets and liabilities: 
(Increase) decrease in accounts receivable................. 320 
Increase in inventories ...... 0.0.0.0. cee ee eee (137) 
Increase (decrease) in accounts payable and accrued 
abs: cate hhh eS iS ae eS Agate OAS aK es (542) 
Increase (decrease) in taxes payable .................004. (81) 
Changes in other assets and liabilities.................... 8 
Net cash provided by operating activities ............... 3,046 
CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures 2.052006 nica e ene ee Seven a ewe eee (2,918) 
Proceeds from. asset sales: cacy cascades Se ag eee gale — 
Payments received on notes receivable................-00000- 15 
Other, Neti 20h diene eek ie bend $e eA a Sears eae ta ea de (21) 
Net cash used in investing activities ................... (2,924) 


CASH FLOWS FROM FINANCING ACTIVITIES 


Net (repayments) borrowings of debt with maturities of 90 days or 
NE SS2d: Pn Gac-deidcscutoosie Bene) ah eceae re Vee tamara & auaotice ah ae aden (850) 


Debt with maturities of greater than 90 days 


BOMOWINGS s.64 0 oat Gide ee bean EV bee nde eee ee 1,991 
Repayments 25. seesdax sat see ene Seles 2 ins eels wees (694) 

Cash dividends ‘paid. y... cis eacea%s ae base duke a eee Wage be a aden (131) 
Payments to noncontrolling interests, net..............-..0000- (2) 
Employee stock options exercised, including income tax benefits . . . 18 
Net cash provided by (used in) financing activities ........ 332 

NET INCREASE IN CASH AND CASH EQUIVALENTS........ 454 
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR. . 908 
CASH AND CASH EQUIVALENTS AT END OF YEAR ........ $ 1,362 


2008 


(Millions of dollars) 


$ 2,357 


2,029 
210 


357 
(56) 


(252) 
61 

(211) 
4,688 


(4,438) 


61 
(67) 
(4,444) 


30 


(62) 
(130) 
(121) 

340 

57 

301 

607 


$908 


2007 


$ 1,953 


134 
80 


3,627 


(3,578) 
93 
61 
(50) 
(3,474) 


202 


30 
(26) 
(127) 
(121) 
111 
71 
224 
383 


$607 


See accompanying notes to consolidated financial statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
STATEMENT OF CONSOLIDATED EQUITY AND COMPREHENSIVE INCOME 


Accumulated 
Capital in Other Total Hess 
Common Excess Retained Comprehensive Stockholders’ Noncontrolling —_Total 
Stock of Par Earnings Income (Loss) Equity Interests Equity 
~~ Millions ofdollars) SSS 
Balance at January 1, 2007......... 0.0.00. e eee $315 $1,689 $ 7,707 $(1,564) $ 8,147 $229 $ 8,376 
Net: Income: 3.i..2..e-4a.4s oe 6 oe AEE OS Bw 1,832 1,832 121 1,953 
Deferred gains (losses) on cash flow hedges, after 
LAK scree el Shee Made w aa. feted Wik bart a teed A RN 
Effect of hedge losses recognized in income ...... 325 325 _— 325 
Net change in fair value of cash flow hedges... ... (659) (659) —_ (659) 
Change in post retirement plan liabilities, after tax... . 17 17 — 17 
Change in foreign currency translation adjustment and 
Other. boa ee ad Ba Wa ee eae bs 40 40 __ GB) 37 
Total Comprehensive Income ................ 1,555 118 1,673 
Activity related to restricted common stock awards, net. . 1 50 — — 51 — 51 
Employee stock options, including income tax benefits . . P] 143 — _ 148 — 148 
Cash dividends declared... .. 0.0.0... 0002s — —_ (127) — (127) — (127) 
Payments to noncontrolling interests, net............ = — (121) (121) 
Balance at December 31, 2007 .................000- 321 1,882 9,412 841) 9,74 226 ~=—_:10,000 
NetInGomes: 52. phds <2ice Soe rh asked Gi aoe EAR ORS 2,360 2,360 (3) 2,357 
Deferred gain (losses) on cash flow hedges, after tax . . 
Effect of hedge losses recognized in income ...... 311 311 — 311 
Net change in fair value of cash flow hedges... ... (310) (310) —_ (310) 
Effect of adoption of fair value measurements 
accounting standards .................000. 193 193 _— 193 
Change in post retirement plan liabilities, after tax... . (241) (241) — (241) 
Change in foreign currency translation adjustment and 
OUNED Sw cad wai hy eee Naas Mae eee-4 (120) (120) _ (8) (138) 
Total Comprehensive Income ................ 2,193 (21) 2,172 
Activity related to restricted common stock awards, net. . 1 145 — — 146 — 146 
Employee stock options, including income tax benefits . . 4 320 — — 324 — 324 
Cash dividends declared... 1.2.0... 00.000 ce eae —_— —_— (130) — (130) —_ (130) 
Payments to noncontrolling interests, net............ — —_— (121) (121) 
Balance at December 31, 2008 ...............0... 326 2,347 11,642 (2,008) 12,307 __ 84 12,391 
Net COME: <:-3-58.44.5 deed Happ bide ea deeb aee sewed 740 740 67 807 
Deferred gains (losses) on cash flow hedges, after 
LARS poe ew pean cht Se cea ch oho a haan le Gate 4 A la 
Effect of hedge losses recognized in income ...... 963 963 _— 963 
Net change in fair value of cash flow hedges... ... (729) (729) —_ (729) 
Change in post retirement plan liabilities, after tax... . (6) (6) —_ (6) 
Change in foreign currency translation adjustment and 
OUND aes a dk ged ee eee Sew Ge are Pee 105 105 (5) 100 
Total Comprehensive Income ................ 1,073 62 1,135 
Activity related to restricted common stock awards, net. . 1 61 — — 62 _— 62 
Employee stock options, including income tax benefits . . — 73 _— — 73 —_— 73 
Cash dividends declared... .. 0.0.0.0... 0.00 eee —_— —_— (131) —_ (131) —_— (131) 
Payments to noncontrolling interests, net............ oe — _ (2) 
Balance at December 31, 2009 ...............00. $327 $2,481 $12,251 $(1,675) $13,384 $144 = $13,528 


See accompanying notes to consolidated financial statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Summary of Significant Accounting Policies 


Nature of Business: Hess Corporation and its subsidiaries (the Corporation) engage in the exploration for 
and the development, production, purchase, transportation and sale of crude oil and natural gas. These activities are 
conducted principally in Algeria, Australia, Azerbaijan, Brazil, Colombia, Denmark, Egypt, Equatorial Guinea, 
Gabon, Ghana, Indonesia, Libya, Malaysia, Norway, Peru, Russia, Thailand, the United Kingdom and the United 
States. In addition, the Corporation manufactures, purchases, transports, markets and trades, refined petroleum and 
other energy products. The Corporation owns 50% of HOVENSA L.L.C. (HOVENSA), a refinery joint venture in 
the United States Virgin Islands. An additional refining facility, terminals and retail gasoline stations, most of which 
include convenience stores, are located on the East Coast of the United States. 


In preparing financial statements in conformity with U.S. generally accepted accounting principles (GAAP), 
management makes estimates and assumptions that affect the reported amounts of assets and liabilities in the 
balance sheet and revenues and expenses in the income statement. Actual results could differ from those estimates. 
Among the estimates made by management are oil and gas reserves, asset valuations, depreciable lives, pension 
liabilities, legal and environmental obligations, asset retirement obligations and income taxes. In the preparation of 
these financial statements, the Corporation has evaluated subsequent events through the date the financial 
statements are issued. 


Principles of Consolidation: The consolidated financial statements include the accounts of Hess 
Corporation and entities in which the Corporation owns more than a 50% voting interest or entities that the 
Corporation controls. The Corporation’s undivided interests in unincorporated oil and gas exploration and 
production ventures are proportionately consolidated. 


Investments in affiliated companies, 20% to 50% owned, including HOVENSA, are stated at cost of 
acquisition plus the Corporation’s equity in undistributed net income since acquisition. The Corporation 
consolidates the trading partnership in which it owns a 50% voting interest and over which it exercises control. 


Intercompany transactions and accounts are eliminated in consolidation. 


Revenue Recognition: The Corporation recognizes revenues from the sale of crude oil, natural gas, 
petroleum products and other merchandise when title passes to the customer. Sales are reported net of excise 
and similar taxes in the Statement of Consolidated Income. The Corporation recognizes revenues from the 
production of natural gas properties based on sales to customers. Differences between E&P natural gas volumes 
sold and the Corporation’s share of natural gas production are not material. Revenues from natural gas and 
electricity sales by the Corporation’s marketing operations are recognized based on meter readings and estimated 
deliveries to customers since the last meter reading. 


In its exploration and production activities, the Corporation enters into crude oil purchase and sale transactions 
with the same counterparty that are entered into in contemplation of one another for the primary purpose of 
changing location or quality. Similarly, in its marketing activities, the Corporation enters into refined product 
purchase and sale transactions with the same counterparty. These arrangements are reported net in Sales and other 
operating revenues in the Statement of Consolidated Income. 


Derivatives: The Corporation utilizes derivative instruments for both risk management and trading 
activities. In risk management activities, the Corporation uses futures, forwards, options and swaps, 
individually or in combination, to mitigate its exposure to fluctuations in prices of crude oil, natural gas, 
refined products and electricity, as well as changes in interest and foreign currency exchange rates. In trading 
activities, the Corporation, principally through a consolidated partnership, trades energy commodities derivatives, 
including futures, forwards, options and swaps based on expectations of future market conditions. 


All derivative instruments are recorded at fair value in the Corporation’s balance sheet. The Corporation’s 
policy for recognizing the changes in fair value of derivatives varies based on the designation of the derivative. The 
changes in fair value of derivatives that are not designated as hedges are recognized currently in earnings. 
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Derivatives may be designated as hedges of expected future cash flows or forecasted transactions (cash flow hedges) 
or hedges of firm commitments (fair value hedges). The effective portion of changes in fair value of derivatives that 
are designated as cash flow hedges is recorded as a component of other comprehensive income (loss). Amounts 
included in Accumulated other comprehensive income (loss) for cash flow hedges are reclassified into earnings in 
the same period that the hedged item is recognized in earnings. The ineffective portion of changes in fair value of 
derivatives designated as cash flow hedges is recorded currently in earnings. Changes in fair value of derivatives 
designated as fair value hedges are recognized currently in earnings. The change in fair value of the related hedged 
commitment is recorded as an adjustment to its carrying amount and recognized currently in earnings. 


Cash and Cash Equivalents: Cash equivalents consist of highly liquid investments, which are readily 
convertible into cash and have maturities of three months or less when acquired. 


Inventories: Inventories are valued at the lower of cost or market. For refined product inventories valued at 
cost, the Corporation uses principally the last-in, first-out (LIFO) inventory method. For the remaining inventories, 
cost is generally determined using average actual costs. 


Exploration and Development Costs: Exploration and production activities are accounted for using the 
successful efforts method. Costs of acquiring unproved and proved oil and gas leasehold acreage, including lease 
bonuses, brokers’ fees and other related costs, are capitalized. Annual lease rentals, exploration expenses and 
exploratory dry hole costs are expensed as incurred. Costs of drilling and equipping productive wells, including 
development dry holes, and related production facilities are capitalized. 


The costs of exploratory wells that find oil and gas reserves are capitalized pending determination of whether 
proved reserves have been found. Exploratory drilling costs remain capitalized after drilling is completed if (1) the 
well has found a sufficient quantity of reserves to justify completion as a producing well and (2) sufficient progress 
is being made in assessing the reserves and the economic and operating viability of the project. If either of those 
criteria is not met, or if there is substantial doubt about the economic or operational viability of a project, the 
capitalized well costs are charged to expense. Indicators of sufficient progress in assessing reserves and the 
economic and operating viability of a project include commitment of project personnel, active negotiations for sales 
contracts with customers, negotiations with governments, operators and contractors, firm plans for additional 
drilling and other factors. 


Depreciation, Depletion and Amortization: The Corporation records depletion expense for acquisition costs 
of proved properties using the units of production method over proved oil and gas reserves. Depreciation and 
depletion expense for oil and gas production equipment and wells is calculated using the units of production method 
over proved developed oil and gas reserves. Provisions for impairment of undeveloped oil and gas leases are based 
on periodic evaluations and other factors. Depreciation of all other plant and equipment is determined on the 
straight-line method based on estimated useful lives. Retail gas stations and equipment related to a leased property, 
are depreciated over the estimated useful lives not to exceed the remaining lease period. The Corporation records 
the cost of acquired customers in its energy marketing activities as intangible assets and amortizes these costs on the 
straight-line method over the expected renewal period based on historical experience. 


Capitalized Interest: Interest from external borrowings is capitalized on material projects using the weighted 
average cost of outstanding borrowings until the project is substantially complete and ready for its intended use, 
which for oil and gas assets is at first production from the field. Capitalized interest is depreciated over the useful 
lives of the assets in the same manner as the depreciation of the underlying assets. 


Asset Retirement Obligations: The Corporation has material legal obligations to remove and dismantle 
long-lived assets and to restore land or seabed at certain exploration and production locations. The Corporation 
recognizes a liability for the fair value of legally required asset retirement obligations associated with long-lived 
assets in the period in which the retirement obligations are incurred. In addition, the fair value of any legally 
required conditional asset retirement obligations is recorded if the liability can be reasonably estimated. The 
Corporation capitalizes the associated asset retirement costs as part of the carrying amount of the long-lived assets. 
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Impairment of Long-Lived Assets: The Corporation reviews long-lived assets for impairment whenever 
events or changes in circumstances indicate that the carrying amounts may not be recovered. If the carrying amounts 
are not expected to be recovered by undiscounted future cash flows, the assets are impaired and an impairment loss 
is recorded. The amount of impairment is based on the estimated fair value of the assets generally determined by 
discounting anticipated future net cash flows. In the case of oil and gas fields, the net present value of future cash 
flows is based on management’s best estimate of future prices, which is determined with reference to recent 
historical prices and published forward prices, applied to projected production volumes and discounted at a risk- 
adjusted rate. The projected production volumes represent reserves, including probable reserves, expected to be 
produced based on a stipulated amount of capital expenditures. The production volumes, prices and timing of 
production are consistent with internal projections and other externally reported information. Oil and gas prices 
used for determining asset impairments will generally differ from the average prices used in the standardized 
measure of discounted future net cash flows. 


Impairment of Equity Investees: The Corporation reviews equity method investments for impairment 
whenever events or changes in circumstances indicate that an other than temporary decline in value has occurred. 
The amount of the impairment is based on quoted market prices, where available, or other valuation techniques. 


Impairment of Goodwill: Goodwill is tested for impairment annually in the fourth quarter or when events or 
changes in circumstances indicate that the carrying amount of the goodwill may not be recoverable. This 
impairment test is calculated at the reporting unit level, which for the Corporation’s goodwill is the 
Exploration and Production operating segment. The Corporation identifies potential impairments by comparing 
the fair value of the reporting unit to its book value, including goodwill. If the fair value of the reporting unit exceeds 
the carrying amount, goodwill is not impaired. If the carrying value exceeds the fair value, the Corporation 
calculates the possible impairment loss by comparing the implied fair value of goodwill with the carrying amount. If 
the implied fair value of goodwill is less than the carrying amount, an impairment would be recorded. 


Income Taxes: Deferred income taxes are determined using the liability method. The Corporation regularly 
assesses the realizability of deferred tax assets, based on estimates of future taxable income, the availability of tax 
planning strategies, the existence of appreciated assets, the available carryforward periods for net operating losses 
and other factors. If it is more likely than not that some or all of the deferred tax assets will not be realized, a 
valuation allowance is recorded to reduce the deferred tax assets to the amount expected to be realized. In addition, 
the Corporation recognizes the financial statement effect of a tax position only when management believes that it is 
more likely than not, that based on the technical merits, the position will be sustained upon examination. 
Additionally, the Corporation has income taxes which have been deferred on intercompany transactions 
eliminated in consolidation related to transfers of property, plant and equipment remaining within the 
consolidated group. The amortization of these income taxes deferred on intercompany transactions will occur 
ratably with the recovery through depletion and depreciation of the carrying value of these assets. The Corporation 
does not provide for deferred U.S. income taxes for that portion of undistributed earnings of foreign subsidiaries that 
are indefinitely reinvested in foreign operations. The Corporation classifies interest and penalties associated with 
uncertain tax positions as income tax expense. 


Fair Value Measurements: The Corporation adopted a new accounting standard for fair value 
measurements, effective January 1, 2008 (ASC 820 — Fair Value Measurements and Disclosures, originally 
issued as FAS 157, Fair Value Measurements). The standard establishes a hierarchy for the inputs used to measure 
fair value based on the source of the input, which generally range from quoted prices for identical instruments in a 
principal trading market (Level 1) to estimates determined using related market data (Level 3). Multiple inputs may 
be used to measure fair value, however, the level of fair value for each financial asset or liability is based on the 
lowest significant input level within this fair value hierarchy. 


Fair value measurements based on Level I inputs: Measurements that are most observable are based 
on quoted prices of identical instruments obtained from the principal markets in which they are traded. Closing 
prices are both readily available and representative of fair value. Market transactions occur with sufficient 
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frequency and volume to assure liquidity. The fair value of certain of the Corporation’s exchange traded futures and 
options are considered Level 1. 


Fair value measurements based on Level 2 inputs: Measurements derived indirectly from observable 
inputs or from quoted prices from markets that are less liquid are considered Level 2. Measurements based on 
Level 2 inputs include over-the-counter derivative instruments that are priced on an exchange traded curve, but have 
contractual terms that are not identical to exchange traded contracts. The Corporation utilizes fair value 
measurements based on Level 2 inputs for certain forwards, swaps and options. The liability related to the 
Corporation’s crude oil hedges is classified as Level 2. 


Fair value measurements based on Level 3 inputs: Measurements that are least observable are 
estimated from related market data, determined from sources with little or no market activity for comparable 
contracts or are positions with longer durations. For example, in its energy marketing business, the Corporation sells 
natural gas and electricity to customers and offsets the price exposure by purchasing forward contracts. The fair 
value of these sales and purchases may be based on specific prices at less liquid delivered locations, which are 
classified as Level 3. There may be offsets to these positions that are priced based on more liquid markets, which 
are, therefore, classified as Level 1 or Level 2. 


The impact of adopting the fair value measurements standard was not material to the Corporation’s results of 
operations. Upon adoption in 2008, the Corporation recorded a reduction in the net deferred hedge losses reflected 
in Accumulated other comprehensive income, which increased equity by $193 million, after income taxes. 


Effective December 31, 2008, the Corporation applied the provisions of a new accounting standard for the 
accounting for liabilities measured at fair value with a third-party credit enhancement (ASC 820 — Fair Value 
Measurements and Disclosures, originally issued as Emerging Issues Task Force 08-5, Issuer’s Accounting for 
Liabilities Measured at Fair Value with a Third-Party Credit Enhancement). Upon adoption, the Corporation 
revalued certain derivative liabilities collateralized by letters of credit to reflect the Corporation’s credit rating 
rather than the credit rating of the issuing bank. The adoption resulted in an increase in Sales and other operating 
revenues of approximately $13 million and an increase in Accumulated other comprehensive income of 
approximately $78 million, with a corresponding decrease in derivative liabilities recorded within Accounts 
payable. 


Retirement Plans: The Corporation recognizes the underfunded status of defined benefit postretirement 
plans on the balance sheet. For the Corporation’s pension plans, the underfunded status is measured as the difference 
between the fair value of plan assets and the projected benefit obligation. The Corporation recognizes the net 
changes in the funded status of these plans in the year in which such changes occur. 


Share-Based Compensation: The fair value of all share-based compensation is expensed and recognized on 
a straight-line basis over the vesting period of the awards. 


Foreign Currency Translation: The U.S. dollar is the functional currency (primary currency in which 
business is conducted) for most foreign operations. Adjustments resulting from translating monetary assets and 
liabilities that are denominated in a non-functional currency into the functional currency are recorded in Other, net 
within Sales and other operating revenues in the Statement of Consolidated Income. For operations that do not use 
the U.S. dollar as the functional currency, adjustments resulting from translating foreign currency assets and 
liabilities into U.S. dollars are recorded in a separate component of equity titled Accumulated other comprehensive 
income (loss). 


Maintenance and Repairs: Maintenance and repairs are expensed as incurred, including costs of refinery 
turnarounds. Capital improvements are recorded as additions in Property, plant and equipment. 


Environmental Expenditures: The Corporation accrues and expenses environmental costs to remediate 
existing conditions related to past operations when the future costs are probable and reasonably estimable. The 
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Corporation capitalizes environmental expenditures that increase the life or efficiency of property or that reduce or 
prevent future adverse impacts to the environment. 


Changes in Accounting Policies: The Financial Accounting Standards Board (FASB) Accounting 
Standards Codification (ASC) became effective on July 1, 2009. The ASC combined multiple sources of 
authoritative accounting literature into a single source of authoritative GAAP organized by accounting topic. 
Since the ASC was not intended to change existing GAAP, the only impact on the Corporation’s financial 
statements was that specific references to accounting principles have been changed to refer to the ASC. 


Effective January 1, 2009, the Corporation adopted the FASB accounting standard for the accounting for and 
reporting of noncontrolling interests in a consolidated subsidiary (ASC 810 — Consolidation, originally issued as 
FAS 160, Noncontrolling Interests in Consolidated Financial Statements, an amendment of ARB No. 51). As 
required, the Corporation retrospectively applied the presentation and disclosure requirements of this standard. At 
December 31, 2009 and December 31, 2008, noncontrolling interests of $144 million and $84 million, respectively, 
have been classified as a component of equity. Prior to adoption, noncontrolling interests were classified in Other 
liabilities. Net income (loss) attributable to the noncontrolling interests must also be separately reported in the 
Statement of Consolidated Income. Certain other amounts in the consolidated financial statements and footnotes 
have been reclassified to conform with the presentation requirements of this standard. 


Effective January 1, 2009, the Corporation adopted the FASB accounting standard that expanded the 
qualitative, quantitative and credit risk disclosure requirements related to an entity’s use of derivative 
instruments (ASC 815 — Derivatives and Hedging, originally issued as FAS 161, Disclosures about Derivative 
Instruments and Hedging Activities). See Note 14, Risk Management and Trading Activities, for these disclosures. 


Effective January 1, 2009, the Corporation also adopted the FASB staff position that requires the application of 
the fair value measurement and disclosure provisions to nonfinancial assets and liabilities that are measured at fair 
value on a nonrecurring basis (ASC 820 — Fair Value Measurements and Disclosures, originally issued as FASB 
Staff Position No. 157-2, Effective Date of FASB Statement No. 157). Such fair value measurements are determined 
based on the same fair value hierarchy of inputs required to measure the fair value of financial assets and liabilities. 
The impact of this accounting standard was not material to the Corporation’s consolidated financial statements. 


Effective June 30, 2009, the Corporation adopted the FASB accounting standard which provides guidance on 
the accounting for and disclosure of events that occur after the balance sheet date but before financial statements are 
issued (ASC 855 — Subsequent Events, originally issued as FAS 165, Subsequent Events). The adoption of this 
standard did not impact the Corporation’s existing practice of evaluating subsequent events through the date the 
financial statements are issued. 


In January 2010, the FASB adopted an accounting standards update (ASU) Extractive Activities — Oil and 
Gas (ASC 932) Oil and Gas Reserve Estimation and Disclosures, which is effective for year-end 2009 reporting and 
amends the requirements for oil and gas reserve estimation and disclosures. The objective of the ASU was to align 
accounting standards with the previously issued Securities and Exchange Commission (SEC) requirements on oil 
and gas reserve estimation and disclosure. The main provisions of the ASU are to expand the definition of oil and 
gas producing activities to include the extraction of resources which are saleable as synthetic oil or gas, to change 
the price assumption used for reserve estimation and future cash flows to a twelve month average from the year-end 
price and to amend the geographic disclosure requirements for reporting reserves and other supplementary oil and 
gas data. See the Supplementary Oil and Gas Data for these disclosures. 


Recently Issued Accounting Standards: In June 2009, the FASB amended existing accounting standards to 
eliminate the concept of a qualifying special-purpose entity (ASC 860 — Transfers and Servicing, originally issued 
as FAS 166, Accounting for Transfers of Financial Assets — an amendment of FASB Statement No. 140), which did 
not require consolidation under existing GAAP. The FASB also amended existing standards to limit the 
circumstances in which transferred financial assets should be derecognized (and ASC 810 — Consolidation, 
originally issued as FAS 167, Amendments to FASB Interpretation No. FIN 46(R)). The amended standards require 
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additional analysis of variable interest entities to determine if consolidation is necessary. The adoption of these 
standards will not have a material impact on the Corporation’s financial statements. As required, the Corporation 
will adopt the provisions of these standards effective January 1, 2010. 


2. Acquisitions and Divestitures 


2009: The Corporation acquired for $74 million a 50% interest in Blocks PM301 and PM302 in Malaysia, 
which are adjacent to Block A-18 of the Joint Development Area of Malaysia/Thailand (JDA) and contain an 
extension of the Bumi Field. The Corporation also acquired 37 previously leased retail gasoline stations, primarily 
through the assumption of $65 million of fixed rate notes. 


2008: The Corporation acquired the remaining 22.5% interest in its Gabonese subsidiary for $285 million, of 
which $210 million was allocated to proved properties. The Corporation expanded its energy marketing business by 
acquiring fuel oil, natural gas, and electricity customer accounts, and a terminal and related assets, for an aggregate 
of approximately $100 million. 


2007: The Corporation completed the acquisition of a 28% interest in the Genghis Khan oil and gas development 
located in the deepwater Gulf of Mexico on Green Canyon Blocks 652 and 608 for $371 million, of which $342 million 
was allocated to proved and unproved properties and the remainder to wells and equipment. This transaction was 
accounted for as an asset acquisition. Genghis Khan has been unitized with the Shenzi development. 


The Corporation completed the sale of its interests in the Scott and Telford fields located in the United 
Kingdom North Sea for $93 million and recorded a gain of $21 million ($15 million after income taxes) that is 
included in Other, net in the Statement of Consolidated Income. 


3. Inventories 


Inventories at December 31 are as follows: 


2009 2008 
(Millions of dollars) 
Crude oil and other charge stocks... 2... 0.0.0... 002 c eee ee $ 424 $ 383 
Refined products and natural gas... 2.2... 00... ee 1,429 988 
Less: LIFO adjustment: : 3%. s04.0. 94 shee daria PG ede He ee ee ES (815) (500) 
1,038 871 
Merchandise, materials and supplies ............ 0.00.00 eee eee eee 400 437 
Total cc. awee beard os ee bee se oa ee iad ed hsb a Ene eeiteees $1,438 $1,308 


The percentage of LIFO inventory to total crude oil, refined products and natural gas inventories was 64% and 
60% at December 31, 2009 and 2008, respectively. In 2009, the Corporation recorded a pre-tax charge of 
$25 million ($18 million after income taxes) to write down materials inventories in Equatorial Guinea and the 
United States, the majority of which was recorded in Production expenses. During 2007, the Corporation reduced 
LIFO inventories, which are carried at lower costs than current inventory costs. The effect of the LIFO inventory 
liquidation was to decrease Cost of products sold by approximately $38 million ($24 million after income taxes). 
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4. Refining Joint Venture 


The Corporation has an investment in HOVENSA L.L.C., a 50% joint venture with Petroleos de Venezuela, 
S.A. (PDVSA), which is accounted for using the equity method. HOVENSA owns and operates a refinery in the 
U.S. Virgin Islands. Summarized financial information for HOVENSA as of December 31 and for the years then 
ended follows: 

2009 2008 2007 
(Millions of dollars) 


Summarized Balance Sheet, at December 31 


Cash and cash equivalents ........ 20... 0000. $ 78 = $ 75 $ 279 
Other current assets .. 1.0... ce ee eee 580 664 1,183 
INGt TIXGC'ASSCtS i 2. fh Scce oe bb cee eee ae & bene Bee oes 2,080 2,136 2,181 
Other assets os.4 coke oak Seas ghee evades Ea a Oe 3 33 58 62 
Current abilities isi.05. cheer Pice She Pa ws, Sk oS eR (953) (679) (1,459) 
Longtermr debt ino g.2 asd dott. cigacaw ae Qtie ee beady end (356) (356) (356) 
Deferred liabilities and credits ............ 0.0 .00000 0 (137) (104) (75) 
Members” equity:) i.a2¢ eet ie¢44 etidass oetioietedas $ 1,325 $ 1,794 $ 1,815 


Summarized Income Statement, for the years ended 
December 31 


Total Tevenues: 5 oo s-3.0 Sod Hike Davide dee ddd a ook es $10,085 $17,518 $ 13,439 
Costs: and CXPpenses sci: <scck apes ay Sie hood dos. A eaten ae ba RSLs (10,536) (17,423) (13,082) 
Net income (1088)... ccs 655 c00 8 os be ee ee eee Bao $ (451) $ 95 $ 357 
Hess Corporation’s share*................0000000005 $ (229) $ 44 $ 176 


Summarized Cash Flow Statement, for the years ended 
December 31 


Net cash provided by (used in): 


Operating Activities .c.. cee bea ean eg el dhe we gene dl ee au $ 87 $ (20) $ 654 
Investing activities... 2... ee eee (84) (85) (165) 
Financing activities... 6. ces cae eee eae eee baw an ens — (99) (500) 

Net increase (decrease) in cash and cash equivalents ...... $ 3 $ (204) $ (11) 


* Before Virgin Islands income taxes, which were recorded in the Corporation’s income tax provision. 


The Corporation received cash distributions from HOVENSA of $50 million in 2008 and $300 million during 
2007. 


The Corporation guarantees the payment of up to 50% of the value of HOVENSA’s crude oil purchases from 
certain suppliers other than PDVSA. The guarantee amounted to $121 million at December 31, 2009. This amount 
fluctuates based on the volume of crude oil purchased and the related crude oil prices. In addition, the Corporation 
has agreed to provide funding up to $15 million to the extent HOVENSA does not have funds to meet its senior debt 
obligations. 
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5. Property, Plant and Equipment 


Property, plant and equipment at December 31 consists of the following: 


2009 2008 
(Millions of dollars) 


Exploration and Production 


Unproved properties so. .c.i edkn de eevee eee hae gee awa ens Sele’ $ 2,347 $ 2,265 
Proved properties’ ..3:0.54 ciwet Stee ei se AS ltt ety 6 eh eee te eee 3,121 3,009 
Wells, equipment and related facilities. ...... 2.0... 0.0... eee eee 22,118 20,058 
27,586 25,332 

Marketing, Refining and Corporate ..... 0.0.0... eee ee eee 2,285 2,105 
Total at COSt. ss. oe 2ale he wm a ied Bab tialatea ner EM he eeeeees So 3 29,871 27,437 
Less: reserves for depreciation, depletion, amortization and lease impairment.. — 13,244 11,166 
Property, plant and equipment —net ........................004. $16,627 $16,271 


In December 2009, the Corporation agreed to a strategic exchange of all of its interests in Gabon and the Clair 
Field in the United Kingdom for additional interests in the Valhall and Hod fields offshore Norway. The transaction, 
which has an effective date of January 1, 2010, is subject to various regulatory and other approvals. In addition, the 
partners are in discussions regarding the applicability of pre-emption to this transaction. In January 2010, the 
Corporation completed the sale of its interest in the Jambi Merang Field in Indonesia. The Corporation has 
classified its interests in Gabon, the Clair Field and Jambi Merang Field as assets held for sale. At December 31, 
2009, the carrying amount of these assets totaling $717 million were reported in Other current assets, and asset 
retirement obligations and deferred income taxes totaling $254 million were reported in Accrued liabilities. 


The Corporation recorded asset impairments totaling $52 million ($26 million after income taxes) in 2009, 
$30 million ($17 million after income taxes) in 2008, and $112 million ($56 million after income taxes) in 2007. 
These impairments are reflected in Depreciation, depletion and amortization. 


The following table discloses the amount of capitalized exploratory well costs pending determination of 
proved reserves at December 31, and the changes therein during the respective years: 


2009 2008 2007 
(Millions of dollars) 
Beginning balance at January 1.1... 2... ee ee $ 1,094 $ 608 $ 399 
Additions to capitalized exploratory well costs pending the 
determination of proved reserves...............000 eee 433 560 229 
Reclassifications to wells, facilities, and equipment based on the 
determination of proved reserves...............00000005 (16) (67) (20) 
Capitalized exploratory well costs charged to expense......... (74) (7) — 
Ending balance at December 31...............000 0000 e eee $ 1,437 $ 1,094 $ 608 
Number of wells at end of year... 2.0... 0... eee eee eee ee 53 45 30 


The preceding table excludes exploratory dry hole costs of $193 million, $203 million and $65 million in 2009, 
2008 and 2007, respectively, which were incurred and subsequently expensed in the same year. 


54 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued) 


At December 31, 2009, exploratory drilling costs capitalized in excess of one year past completion of drilling 
were as follows (in millions): 


DOOS:.. daatda sea ti kein Mdm e es Ee oh aka eee Seb Sab eae oh Lanes alee ek $468 
DOOT: ised, Grit h SoG As Gok oA dae do anecke teh ao We de dae Gn da Bee Gees Ge eee a ee 109 
2006) scSeeae caked aes SORA ME LAE eee NG Relea G Meee ee baie ok Sa Sie aw a eee 215 
2003102005: os. c.06 OSS Have eda AiG 8a aR a awed 4s aeG odie ede dhe bls 56 

$848 


The capitalized well costs in excess of one year relate to 15 projects. Approximately 72% of the capitalized 
well costs in excess of one year relate to the Pony and Tubular Bells projects in the deepwater Gulf of Mexico where 
development planning is underway. In addition, the Corporation plans to drill another appraisal well at Pony in 
2010. Approximately 12% of the costs in excess of one year relate to Western Australia (WA-390-P) where further 
drilling is planned in 2010. The remainder of the costs relate to projects where further drilling is planned or 
development planning and other assessment activities are ongoing to determine the economic and operating 
viability of the projects. 


6. Asset Retirement Obligations 


The following table describes changes to the Corporation’s asset retirement obligations: 


2009 2008 

(Millions of dollars) 

Asset retirement obligations at January 1... 2.2... eee $1,214 $1,055 
Liabilities incurred .. 2.1... eee eee 14 35 
Liabilities settled or disposed of ... 2.2.0... cece ee (58) (56) 
ACCIetlON CXPenSey.h jd de wi beet dls 2 Ses es bee ee Ss 72 67 
REVISIONS 35. 2ie Mieci s 4'ca, Sk a ene ae Se ae ede a ER ee ee Sellen so Bole (23) 309 
Foreign currency translation... 2... 2... es 78 (196) 
Asset retirement obligations at December 31........... 0.0.0.0. 0 eee eee 1,297 1,214 
Less? current obligations. «..4asc0%5 d0¢ seeds 44 Soe kaa ead ee ed ___ 63 50 
Long-term obligations at December 31 .... 2.0.0.0... 0.0. eee $1,234 $1,164 


Revisions are primarily attributable to changes in service and equipment costs in the oil and gas industry. 
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7. Long-Term Debt 


Long-term debt at December 31 consists of the following: 


2009 2008 
(Millions of dollars) 
Revolving: credit:facility i640 caracacn ve weeny Palais a Mase ae Fala ee eee ee $ — $ 350 
Asset-backed credit facility... 2... 2. ene —_— 500 
Fixed rate debentures: 
TAG We 2009): oo ose eae ya eos eI BO beak Te Goa eee eS — 104 
6.7% die 2OU eos ice aed a ee ee ee a we eee 116 662 
FOTo GUS DOV: oc: a adie re Rtiince: Sach nob aviesaie Ay Slt aah Wiad aoe RURAL atl 250 — 
S. 1D due 2019:. cc eesetdw heed phd eee ee sede whe Pee oe ee 997 — 
TDD GUS 2O29 esac ate Sed a eaasah te cased @edsee eden as geste ale aun alse me aoduw Sdaeealaeue eats 694 694 
1:3% Qué 2031 658 asec ee be ewes 6G e Chee ede eda Hee Ieee ests 746 745 
Fe NV0 QUE 2033: 665i. sag tei atid. da Reancst Soa Se ee SoM aaa ea, oe a ai ea 598 598 
6.0% due 2040) cco cce hee P eee be teleditdiertens pbed betdeeideds 744 — 
Total fixed rate debentures ....... 0.0... cece ee eee eee eevee 4,145 2,803 
Fixed rate notes, weighted average rate 8.5%, due through 2023 ............. 154 108 
Project lease financing, weighted average rate 5.1%, due through 2014 ........ 113 132 
Pollution control revenue bonds, weighted average rate 5.9%, due through 2034. . 53 53 
Other loans, weighted average rate 9.0%, due through 2019................. 2 9 
4,467 3,955 
Less: amount included in current maturities.................0....0000000. 148 143 
TOtAl arsenate Gene ein ores oho canny ase fodiens eR aes hr Mie eek ees eee be Oe es $4,319 $3,812 


In February 2009, the Corporation issued $250 million of 5 year senior unsecured notes with a coupon of 7% 
and $1 billion of 10 year senior unsecured notes with a coupon of 8.125%. The majority of the proceeds were used to 
repay debt under the revolving credit facility and outstanding borrowings on other credit facilities. In December 
2009, the Corporation issued $750 million of 30 year bonds with a coupon of 6% and tendered for the $662 million 
of bonds due in August 2011. The Corporation completed the purchase of $546 million of the 2011 bonds in 
December 2009. The Corporation recorded a charge of $54 million related to the repurchase in Other, net within the 
Statement of Consolidated Income ($34 million after income taxes). The remaining $116 million of the 2011 bonds, 
classified as Current maturities of long term debt at December 31, 2009, was redeemed in January 2010, resulting in 
a charge of approximately $11 million ($7 million after income taxes). 


The aggregate long-term debt maturing during the next five years is as follows (in millions): 2010 — $148 
(included in current liabilities); 2011 — $32; 2012 — $34; 2013 — $37 and 2014 — $333. 


At December 31, 2009, the Corporation’s fixed rate debentures have a principal amount of $4,166 million 
($4,145 million net of unamortized discount). Interest rates on the outstanding fixed rate debentures have a 
weighted average rate of 7.3%. 


The Corporation has a $3.0 billion syndicated revolving credit facility (the facility), which can be used for 
borrowings and letters of credit, substantially all of which is committed through May 2012. At December 31, 2009, the 
Corporation has available capacity on the facility of $3.0 billion. Current borrowings under the facility bear interest at 
0.4% above the London Interbank Offered Rate and a facility fee of 0.1% per annum is payable on the amount of the 
facility. The interest rate and facility fee are subject to adjustment if the Corporation’s credit rating changes. 


The Corporation has a 364 day asset-backed credit facility securitized by certain accounts receivable from its 
Marketing and Refining operations. Under the terms of this financing arrangement, the Corporation has the ability 
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to borrow or issue letters of credit of up to $1.0 billion at December 31, 2009, subject to the availability of sufficient 
levels of eligible receivables. At December 31, 2009, outstanding letters of credit under this facility were 
collateralized by a total of $1,326 million of accounts receivable, which are held by a wholly-owned 
subsidiary. These receivables are only available to pay the general obligations of the Corporation after 
satisfaction of the outstanding obligations under the asset backed facility. 


In 2009, the Corporation assumed an additional $65 million in fixed rate notes in connection with the 
acquisition of 37 previously leased retail gasoline stations. 


The Corporation’s long-term debt agreements contain a financial covenant that restricts the amount of total 
borrowings and secured debt. At December 31, 2009, the Corporation is permitted to borrow up to an additional 
$18.1 billion for the construction or acquisition of assets. The Corporation has the ability to borrow up to an 
additional $3.7 billion of secured debt at December 31, 2009. 


Outstanding letters of credit at December 31 were as follows: 


2009 2008 
(Millions of dollars) 
Revolving credit facility... 2... eee eee $ — §$ 176 
Asset-backed credit facility...) . 2... ne 500 — 
Committed. lines” 3:2 2.5 do send Gawd eich ths Radha ac awe Seen das es SE alee aL alae 1,155 1,973 
Uncommitted short-term lines* . 2... 0... 0 eee 1,192 1,686 
WOtAl, cies Liebe os-aye oaths Dud aoe eae eee woe e eee aoe $2,847 $3,835 


* Committed and uncommitted lines have expiration dates primarily through 2010. 


Of the total letters of credit outstanding at December 31, 2009, $100 million relates to contingent liabilities and 
the remaining $2,747 million primarily relates to liabilities recorded on the balance sheet. 


The total amount of interest paid (net of amounts capitalized) was $335 million, $266 million and $257 million 
in 2009, 2008 and 2007, respectively. The Corporation capitalized interest of $6 million, $7 million and $50 million 
in 2009, 2008, and 2007, respectively. 


8. Share-Based Compensation 


The Corporation awards restricted common stock and stock options under its 2008 Long-Term Incentive Plan. 
Generally, stock options vest in one to three years from the date of grant, have a 10-year option life, and the exercise 
price equals or exceeds the market price on the date of grant. Outstanding restricted common stock generally vests 
in three years from the date of grant. 


Share-based compensation expense consists of the following: 


Before Income Taxes After Income Taxes 
2009 2008 2007 2009 2008 2007 
(Millions of dollars) 
Stock options ................000. $ 58 $ 51 $ 36 $ 36 $ 31 $ 23 
Réstricted! Stock 3.0.4 69-44 c49 whdids 70 68 51 44 43 31 
MROUAL:. cscts. aia ath aed bce Soe eases ws ted arte argens $ 128 $ 119 $ 87 $ 80 $ 74 $ 54 


Based on restricted stock and stock option awards outstanding at December 31, 2009, unearned compensation 
expense, before income taxes, will be recognized in future years as follows (in millions): 2010 — $88, 2011 — $42 
and 2012 — $4. 
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The Corporation’s stock option and restricted stock activity consisted of the following: 


Stock Options Restricted Stock 
Weighted- Shares of Weighted- 
Average Restricted Average 
Exercise Price Common Price on Date 
Options per Share Stock of Grant 
(Thousands) (Thousands) 

Outstanding at January 1, 2007................. 12,923 $ 29.68 5,044 $ 27.68 
GAME: oot t oe Ba ees kee Se ee ee 3,066 53.82 1,032 33.92 
IBXETCISCG: see's Jetve dale dni eRe aed hae oink ew, eS (4,566) 24.07 — — 
VeSted  . eva) e $4 Shee eed heed eA dee Stee — — (1,184) 24.53 
POPE dete. oho Sag eos WR Le eae ee we (131) 46.41 (91) 36.40 

Outstanding at December 31, 2007.............. 11,292 38.31 4,801 33.93 
CHTANTEO sos Fae eS Ge ae Seale oes 2,473 82.55 1,289 85.22 
IBXOICISEG sie. .d dade ase ee Be ea eek RS, 2 (3,852) 29.17 — — 
VeSted i cache c hbo evih eed awe Badd g — — (2,787) 21.40 
OPeIt6d sects. oh Ma eens aS Hee AG ee ey a (213) 60.61 (142) 58.60 

Outstanding at December 31, 2008.............. 9,700 52.73 3,161 64.78 
GLANIE G23 fa 253 O38 wath ee Bs 2 de ecetd Sead Ae cece 3,135 56.44 1,056 56.27 
EXCICISED 3.02 ha -2ane i Qe dines dead waiarde ed, ¢ (416) 38.85 — — 
Vested ii cited o Siac ees ore she Be SS —_— — (893) 50.13 
Porfeited, ‘s.2cvces ode tists seks Hs AG Panees sx (317) 65.68 (376) 66.11 

Outstanding at December 31, 2009.............. 12,102 53.83 2,948 66.00 

Exercisable at December 31, 2007 .............. 5,408 $ 27.34 

Exercisable at December 31, 2008 .............. 4,522 36.95 

Exercisable at December 31, 2009 .............. 6,636 46.11 


The table below summarizes information regarding the outstanding and exercisable stock options as of 
December 31, 2009: 


Outstanding Options Exercisable Options 
Weighted- 
Average Weighted- Weighted- 
Remaining Average Average 
Range of Contractual Exercise Price Exercise Price 
Exercise Prices Options Life per Share Options per Share 
(Thousands) (Years) (Thousands) 
$10.00 — $40.00 ................ 2,321 4 $ 26.04 2,321 §$ 26.04 
$40.01 — $50.00 ............000. 1,943 6 49.15 1,937 49.17 
$50.01 —$55.00 .. 0.2.2... .00 00. 2,325 7 53.19 1,479 53.20 
$55.01 — $60.00 ............00-. 3,097 9 56.48 42 57.69 
$60.01 —$120.00................ 2,416 8 81.50 857 80.78 
12,102 7 53.83 6,636 46.11 


The intrinsic value (or the amount by which the market price of the Corporation’s Common Stock exceeds the 
exercise price of an option) for outstanding options and exercisable options at December 31, 2009 was $132 million 


58 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued) 
and $113 million, respectively. At December 31, 2009, assuming forfeitures of 2% per year, 11,900,000 outstanding 


options are expected to vest at a weighted average exercise price of $53.70 per share. At December 31, 2009, the 
weighted average remaining term of exercisable options was 6 years. 


The Corporation uses the Black-Scholes model to estimate the fair value of employee stock options. The 
following weighted average assumptions were utilized for stock options awarded: 


2009 _ 2008 _ 2007 
Risk free: mterest) Tate: ca. 4:.6 seh aesacd ts Macca dis See arb landty i Sadana 1.80% 2.70% 4.70% 
Stock price Volatuaty 220054 sk w eee sh ne Sal aod eee ea ee 390 .294 316 
Dividend Vield:): 2.406546 ehe ee Lees ware de Bela eee ans ee ee 70% 50% 15% 
Expected :termim: years)...0.c0 222.844 Ssd teh Cad bee e RES 4.5 5.0 5.0 
Weighted average fair value per option granted .................. $18.47 $24.09 $18.07 


The assumption above for the risk free interest rate is based on the expected terms of the options and is obtained 
from published sources. The stock price volatility is determined from historical experience using the same period as 
the expected terms of the options. The expected stock option term is based on historical exercise patterns and the 
expected future holding period. 


In May 2008, shareholders approved the 2008 Long-Term Incentive Plan. The Corporation also has stock 
options outstanding under a former plan. At December 31, 2009, the number of common shares reserved for 
issuance under the 2008 Long-Term Incentive Plan is as follows (in thousands): 


Total common shares reserved for issuance... .. 0... cee eee ee eee 10,844 
Less: stock options outstanding ....... 0.0... . eee 3,111 
Available for future awards of restricted stock and stock options..................... 7,733 


9. Foreign Currency Translation 


Foreign currency gains (losses) before income taxes amounted to $20 million in 2009, $(212) million in 2008 
and $17 million in 2007. The foreign currency loss in 2008 reflects the net effect of significant exchange rate 
movements in the fourth quarter of 2008 on the remeasurement of assets, liabilities and foreign currency forward 
contracts by certain foreign businesses. The balances in accumulated other comprehensive income (loss) related to 
foreign currency translation were reductions in stockholders’ equity of $18 million at December 31, 2009 and 
$123 million at December 31, 2008. 


10. Retirement Plans 


The Corporation has funded noncontributory defined benefit pension plans for a significant portion of its 
employees. In addition, the Corporation has an unfunded supplemental pension plan covering certain employees. 
The unfunded supplemental pension plan provides for incremental pension payments from the Corporation so that 
total pension payments equal amounts that would have been payable from the Corporation’s principal pension 
plans, were it not for limitations imposed by income tax regulations. The plans provide defined benefits based on 
years of service and final average salary. Additionally, the Corporation maintains an unfunded postretirement 
medical plan that provides health benefits to certain qualified retirees from ages 55 through 65. The measurement 
date for all retirement plans is December 31. 
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The following table summarizes the Corporation’s benefit obligations and the fair value of plan assets and 
shows the funded status of the pension and postretirement medical plans: 


Funded Unfunded Postretirement 
Pension Plans Pension Plan Medical Plan 
2009 2008 2009 2008 2009 2008 


(Millions of dollars) 
Change in benefit obligation 


Balance at January 1 ...............004. $1,125 $1,136 $ 165 $ 147 $ 77 $ 86 
SETVICE COSK see ad cs aah G ewe. Yada Mew aden we 34 36 6 6 3 3 
IMPETESUCOSE sa iaeg sce Gees a aia ation eaten SA 72 71 11 9 4 4 
Actuarial (gain) loss...............0000- 139 19 43 11 3 (13) 
Benefit payments ..............----005- (43) (42) (2) (8) (3) (3) 
Plan settlement*..................000-, — — (35) — — — 
Foreign currency exchange rate changes ..... 32 (95) _— —_— _ —_ 
Balance at December 31............... 1,359 1,125 188 165 84 77 
Change in fair value of plan assets 
Balance at January | ................... 745 1,075 _— — _— — 
Actual return on plan assets .............. 161 (280) — — — — 
Employer contributions.................. 183 70 37 8 3 3 
Benefit payments ...............--.005- (43) (42) (37) (8) (3) (3) 
Foreign currency exchange rate changes ..... 26 (78) —_ —_ —_ — 
Balance at December 31............... 1,072 745 — — — — 
Funded status (plan assets less than benefit 
obligations) at December 31.............. (287) (380) (188)**  (165)** (84) (77) 
Unrecognized net actuarial losses............ 495 513 92 78 16 13 
Net amount recognized................ $ 208 $ 133 $ (96) $ (87) $ (68) $ (64) 


* The plan settlement relates to employee retirements during 2009. As a result, the Corporation recorded a charge of $17 million ($10 million 


after income taxes) for the impact of this settlement. 


** The trust established by the Corporation for the supplemental plan held assets valued at $40 million at December 31, 2009 and $65 million at 
December 31, 2008. 


Amounts recognized in the consolidated balance sheet at December 31 consist of the following: 


Funded Unfunded Postretirement 
Pension Plans Pension Plan Medical Plan 
2009 2008 2009 2008 2009 2008 
(Millions of dollars) 
Accrued benefit liability................0.. $ (287) $ (380) $ (188) $ (165) $ (84 $ (77) 
Accumulated other comprehensive loss*....... 495 513 92 78 16 13 
Net amount recognized.................00. $ 208 $ 133 $ (96) $ (87) $ (68) $ (64) 


* The after-tax reduction to equity recorded in Accumulated other comprehensive income (loss) was $413 million at December 31, 2009 and 
$407 million at December 31, 2008. 
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The accumulated benefit obligation for the funded defined benefit pension plans was $1,229 million at 
December 31, 2009 and $1,032 million at December 31, 2008. The accumulated benefit obligation for the unfunded 
defined benefit pension plan was $172 million at December 31, 2009 and $149 million at December 31, 2008. 


Components of net periodic benefit cost for funded and unfunded pension plans and the postretirement medical 
plan consisted of the following: 
Postretirement Medical 
Pension Plans Plan 
2009 2008 2007 2009 2008 2007 
"(Millions of dollars) 


Service COSt 5.0 hdd ooo btbeebuawdbeeoadids $40 $42 $41 $ 3 $ 3 $ 3 
IMtETESt COS. si: 5. «iscsi. ces huawhen Sendo Mee godess cad 83 80 73 4 4 
Expected return on plan assets................ (59) (80) (74) 

Amortization of unrecognized net actuarial loss .... 65 19 23 — — (1) 
Settlement loss... 20... 0.0.0.0... cee eee AS SS eS ee 2 
Net periodic benefit cost...............00005 $146 $61 $63 $7 $7 $ 8 


Prior service costs and actuarial gains and losses in excess of 10% of the greater of the benefit obligation or the 
market value of assets are amortized over the average remaining service period of active employees. 


The Corporation’s 2010 pension and postretirement medical expense is estimated to be approximately 
$110 million, of which approximately $50 million relates to the amortization of unrecognized net actuarial losses. 


The weighted-average actuarial assumptions used by the Corporation’s funded and unfunded pension plans 
were as follows: 
2009 2008 2007 


Weighted-average assumptions used to determine benefit obligations at 
December 31 


DISCOUNE Tale asic east edge Sad deka poe Raat ads wR day, Sade dh Sabiede dee dduge a ack 5.8% 6.3% 6.3% 
Rate of compensation increase. ..... ee 4.3 4.4 44 


Weighted-average assumptions used to determine net benefit cost for years 
ended December 31 


DiscOunt Tate. .ac2h cn ga ode t eas tes ae ee tee a De i ganecr geen als 6.3 6.3 5.8 
Expected return on plan assets..... 2... 0... eee eee 75 75 75 
Rate of compensation increase... 1.2... . ee eee 4.4 4.4 4.4 


The actuarial assumptions used by the Corporation’s postretirement medical plan were as follows: 
2009 2008 2007 


Assumptions used to determine benefit obligations at December 31 


DISCOUME: TATE) sso. a siccde. oe sck ai ats a had Se Sdgihera JaGbie Bdce Soe ede Severe eee Gd ee 5.4% 63% 6.3% 
Initial health care trend rate... ... nee 8.0% 9.0% 9.0% 
Ultimate-trend rate. six cseoe cei ae ge Be Se Bn ey kd 4.5% 45% 45% 
Year in which ultimate trend rate is reached...................0005. 2013. 2013S. 2013 


The assumptions used to determine net periodic benefit cost for each year were established at the end of each previous 
year while the assumptions used to determine benefit obligations were established at each year-end. The net periodic benefit 
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cost and the actuarial present value of benefit obligations are based on actuarial assumptions that are reviewed on an annual 
basis. The discount rate is developed based on a portfolio of high-quality, fixed-income debt instruments with maturities that 
approximate the expected payment of plan obligations. The overall expected return on plan assets is developed from the 
expected future returns for each asset category, weighted by the target allocation of pension assets to that asset category. 


The Corporation’s investment strategy is to maximize long-term returns at an acceptable level of risk through 
broad diversification of plan assets in a variety of asset classes. Asset classes and target allocations are determined 
by the Corporation’s investment committee and include domestic and foreign equities, fixed income, and other 
investments, including hedge funds, real estate and private equity. Investment managers are prohibited from 
investing in securities issued by the Corporation unless indirectly held as part of an index strategy. The majority of 
plan assets are highly liquid, providing ample liquidity for benefit payment requirements. The current target 
allocations for plan assets are 50% equity securities, 25% fixed income securities (including cash and short-term 
investment funds) and 25% to all other types of investments. Asset allocations are rebalanced on a periodic basis 
throughout the year to bring assets to within an acceptable range of target levels. 


The following table provides the fair value of the Plan’s financial assets as of December 31, 2009 in accordance with 
the fair value measurement hierarchy described in Note 1, Summary of Significant Accounting Policies (in millions): 


Level 1 Level 2 Level 3 Total 


Cash and short-term investment funds ................. $ 5 $ 39 $ — §$ 44 
Equities: 
US. equities (domestic) ...... 0.0... 0.000 318 — — 318 
International equities (non-U.S.)..............000005 34 93 — 127 
Global equities (domestic and non-U.S.).............. 19 117 — 136 
Fixed income: 
Treasury and government issued(a).................. _— 74 3 77 
Government related(b) .......... 0.00.00 eee — 24 2 26 
Mortgage backed securities(c) ................0000. _— 60 1 61 
Corporate: 4.54 ged eek awe Coe Av Sa ee eee Ss RSS _— 78 2 80 
Other: 
Hedge funds: 2... os noe tea daw dew ge dad ow ean — — 143 143 
Private equity funds............ 0.0... eee ee eee ee — — 29 29 
Real estate funds... 0... 0.0... ccc ee ees 6 — 14 20 
Diversified commodities funds ...............000005 — 11 — 11 


$ 382 $ 496 $ 194 $1,072 


(a) Includes securities issued and guaranteed by U.S. and non-U.S. governments. 
(b) Primarily consists of securities issued by governmental agencies and municipalities. 


(c) Comprised of U.S. residential and commercial mortgage backed securities. 


Cash and short-term investment funds consist of cash on hand and short-term investment funds. The short-term 
investment funds provide for daily investments and redemptions and are valued and carried at a $1 net asset value 
(NAV) per fund share. 


Equities consist of equity securities issued by U.S. and non-U.S. corporations as well as commingled 
investment funds that invest in equity securities. Individually held equity securities are traded actively on 
exchanges and price quotes for these shares are readily available. Individual equity securities are classified as 
Level 1. Commingled investment funds are investment vehicles that are not publicly traded, but whose underlying 
assets are publicly traded with price quotes readily available. Commingled fund values reflect the NAV per fund 
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share, derived from the quoted prices in active markets of the underlying securities. Equity commingled funds are 
classified as Level 2. 


Fixed income investments consist of securities issued by the U.S. government, non-U.S. governments, 
governmental agencies, municipalities and corporations, and agency and non-agency mortgage backed 
securities. This investment category also includes commingled investment funds that invest in fixed income 
securities. Individual fixed income securities are generally priced on the basis of evaluated prices from independent 
pricing services. Such prices are monitored and provided by an independent, third-party custodial firm safekeeping 
plan assets. Individual fixed income securities are classified as Level 2 or 3. Commingled fund values reflect the 
NAV per fund share, derived indirectly from observable inputs or from quoted prices in less liquid markets of the 
underlying securities. Fixed income commingled funds are classified as Level 2. 


Other investments consist of exchange-traded real estate investment trust securities as well as commingled 
fund and limited partnership investments in hedge funds, private equity, real estate and diversified commodities. 
Exchange-traded securities are classified as Level 1. Commingled fund values reflect the NAV per fund share and 
are classified as Level 2 or 3. Private equity and real estate limited partnership values reflect information reported by 
the fund managers, which include inputs such as cost, operating results, discounted future cash flows, market based 
comparable data and independent appraisals from third-party sources with professional qualifications. Hedge 
funds, private equity and non-exchange-traded real estate investments are classified as Level 3. 


The following table provides changes in financial assets that are measured at fair value based on Level 3 inputs 
that are held by institutional funds classified as (in millions): 


Private Real 
Fixed Hedge Equity Estate 
Income* Funds Funds Funds Total 
Balance at January 1, 2009 ..................0.. $ 12 $127 $ 25 $ 20 $184 
Actual return on plan assets: 
Related to assets held at December 31, 2009 ...... 4 15 (4) (7) 8 
Related to assets sold during 2009 .............. (1) 1 
Purchases, sales or other settlements .............. (2) — 8 1 7 
Net transfers in and/or out of Level 3.............. __ 65) = = _—— _6) 
Balance at December 31, 2009................... $8 143 29 $14 $194 


* Fixed Income includes treasury and government issued, government related, mortgage backed and corporate securities. 


The Corporation has budgeted contributions of approximately $145 million to its funded pension plans in 
2010. The Corporation has not budgeted any contributions to the trust established for the unfunded plan. 


Estimated future benefit payments for the funded and unfunded pension plans and the postretirement medical 
plan, which reflect expected future service, are as follows (in millions): 


QOUOS seit wth wirnhe we yee Be eae yo kai as Gg MOG ee Pte oe Se ees $ 78 
2011 “p48 Gade eyas eee aR a oho 4 ae A vn eek ood Ba eh eR ee be Ga hes 100 
QOW 2» nd:5 ie BREROS Rhea Oe en oe bebe be ee ad oe eae hoe oe Soo Ged i oe 77 
DOVBe 2 seecesie act ces da cidecet easicaledo ate, Peesiets see da ARG ce oa Se ayes eal os eo ecetea fesse easel ee oo ato ye ects cae eee 87 
QDOVA) 2250-Sed he ctv Ge SSG a hs ates Ss iG fn cate a re Ba ee Se Be a ee we eee 90 
VEars: DOTS AG. 2009 ecaies soss, ien ied wha Ae and ae eaiards oP AeE Oe oA eR Dee ee eee 568 


The Corporation also contributes to several defined contribution plans for eligible employees. Employees may 
contribute a portion of their compensation to the plans and the Corporation matches a portion of the employee 


63 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued) 


contributions. The Corporation recorded expense of $24 million in 2009, $22 million in 2008, and $19 million in 
2007 for contributions to these plans. 


11. Income Taxes 


The provision for (benefit from) income taxes consisted of: 


2009 2008 2007 
(Millions of dollars) 
Federal 
CUITERE 65264. Rarwis EA sd Ba Ww lot Wee ya SO wR EEG ee $ 39 $ 10 $ 2 
WO STCTNCA e248, & disrespect oem ha tones aes gens Maa aes eee eae (284) (140) 62 
Sates« #2 3¢.604 ties tee odtudteanghores ewlaamt hes bboes dues — 5) — 10 — 49) 
260) (120) _ (85) 
Foreign 
CUTE Ns. 3. 550 Ssid & eee neti she ss Sed nd s gears bw nee ea ew 4 1,143 23377 1,898 
Deterred sarc: xcs vn has ee ie ae ak Se a a ee a (68) 87 64 


CMAN GC <3, 5 sha, Goeeane eplens Aoaceear la Ate cits este ae atin a acerca Garantie a eats eae — (4) (5) 
$ 715 $2,340 $1,872 


* Includes a provision for an increase in the valuation allowance for foreign tax credit carryforwards of $81 million and a benefit from a 
decrease in the valuation allowance for state net operating loss carryforwards of $96 million. 


Income (loss) before income taxes consisted of the following: 
2009 2008 2007 
(Millions of dollars) 


$ (711) $ (349) $ (147) 


United States 3: sid 3 ese eteiv ioe a Serine Awe bw ee hee ees 
POSS see: oe en Bae okt a Be nats en Se oe ee ee eee 2,233 5,046 3,972 
Total income before income taxes .......... 00.000 eee eee $1,522 $4,697 $3,825 


* Includes substantially all of the Corporation’s interest expense and the results of hedging activities. 


** Foreign income includes the Corporation’s Virgin Islands and other operations located outside of the United States. 
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A summary of the components of deferred tax liabilities, deferred tax assets and taxes deferred at December 31 
follows: 


2009 2008 
(Millions of dollars) 


Deferred tax liabilities 


Property, plant and equipment and investments.....................0.. $3,021 $2,918 
Deferred taxes on undistributed earnings of foreign subsidiaries ........... 174 — 
OUMET picasie! 25 Gs a cheaee BAG 4 1G oe earn 0 scat Be ae am eee Sedaka, Cams Gia aed EMS Qs 13 114 

Total deferred tax liabilities... 0... 0.00... eee 3,208 3,032 

Deferred tax assets 

Net operating loss carryforwards .... 0.0... 0... eee 529 1,832 
Tax credit carryforwards ... 10... .. ee eee 860 458 
Property, plant and equipment ......... 0.0.0... eee eee eee 1,575 — 
Acormed! Wabilities:s nse aeseee ice ae bna haps woke OR Raed abe alee a 459 415 
Asset retirement obligations ........... 0.0.00... 0c eee eee eee 484 406 
OUR ei2is oases goats She eee aaa ob ees ds Sas bles Reber oe Oa heat ai aad a. Ogee see eae 339 227 
Total deferred: tax *aSSets 2-3. S80 oe 8 bod oooh be Aes Gade bbw ae bead 4,246 3,338 
Valuation allowance x sd sek ond eee Pp wake Meee eae eee eS (500) (266) 

Total deferred tax assets, net .. 2... ee eee 3,746 3,072 
Net deferred tax assets. :.0s.cci5c0.0( ¢ade.e4 80 boven eee a bieaw ae edes $ 538 $ 40 


Net deferred tax assets in the foregoing table include the deferral of the tax consequences of the utilization of 
approximately $4 billion of net operating loss carryforwards in the United States during 2009 resulting from 
intercompany transactions eliminated in consolidation related to transfers of property, plant and equipment 
remaining within the consolidated group. At December 31, 2009, the Corporation has remaining federal net 
operating loss carryforwards in the United States of approximately $49 million which will expire in 2029. The 
remaining net operating loss carryforwards relate primarily to foreign operations and expire in years after 2028. At 
December 31, 2009, the Corporation has alternative minimum tax credit carryforwards of approximately 
$192 million, which can be carried forward indefinitely. Foreign tax credit carryforwards, which expire in 
2010 to 2019 total $623 million. The Corporation also has approximately $45 million of general business 
credits, substantially all of which expire between 2012 and 2025. 


In the consolidated balance sheet at December 31, deferred tax assets and liabilities from the preceding table 
are netted by taxing jurisdiction, combined with taxes deferred on intercompany transactions, and are recorded in 
the following captions: 


2009 2008 

(Millions of dollars) 
Other current assets... 0... eee eee eee enna $ 372 $ 188 
Deferred income taxes (long-term asset) ....... 0.0.0.0 eee 2,409 2,292 
Acchued abilities si: 2 dacs: ak dew bee Saks Bole Me ba ear Siee dee a te (21) (199) 
Deferred income taxes (long-term liability)....................0000005. (2,222) (2,241) 
Net défertéd tax: assets: p.44.00 0% ¢b4 5090 doe 0004 Ged ea ene eeeeund $ 538 $ 40 
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The difference between the Corporation’s effective income tax rate and the United States statutory rate is 
reconciled below: 


2009 2008 2007 
United States statutory rate 2... ee ee 35.0% 35.0% 35.0% 
Effect of foreign operations .............. 00... 00000000005 15.2 12.7 14.8 
State income taxes, net of Federal income tax ................ (1.2) 0.1 (2.5) 
Othe? 24 iw ct ee nen choke tend ea teed een awed mes (2.0) 2.0 1.6 
MOtaliss patie & Swett 4 ae eee a ee ae ios ah ea a Ane Soe 47.0% 49.8% 48.9% 


Below is a reconciliation of the beginning and ending amount of unrecognized tax benefits (millions of dollars): 


2009 2008 
Balance at January 1.0... 0. teens $ 175 $ 165 
Additions based on tax positions taken in the current year................ 106 16 
Additions based on tax positions of prior years ......... 0.0.20 eee eee 25 11 
Reductions based on tax positions of prior years ...... 2.0.0.0... eee eee (3) (15) 
Reductions due to settlements with taxing authorities.................00. (20) (2) 
Reductions due to lapse of statutes of limitation.....................05. (12) — 
Balance: at. December. 3 I. os %s0 cca geed ein Pte ee Se eh See vies Se ane $ 271 $ 175 


At December 31, 2009, the unrecognized tax benefits include $197 million, which if recognized, would affect 
the Corporation’s effective income tax rate. Over the next 12 months, it is reasonably possible that the total amount 
of unrecognized tax benefits could decrease by up to $25 million due to settlements with taxing authorities. 


The Corporation has not recognized deferred income taxes for that portion of undistributed earnings of foreign 
subsidiaries expected to be indefinitely reinvested in foreign operations. The Corporation had undistributed earnings 
from foreign subsidiaries expected to be indefinitely reinvested in foreign operations of approximately $3.4 billion at 
December 31, 2009. If these earnings were not indefinitely reinvested, a deferred tax liability of approximately 
$1.2 billion would be recognized, not accounting for the potential utilization of foreign tax credits in the United States. 


The Corporation and its subsidiaries file income tax returns in the United States and various foreign 
jurisdictions. The Corporation is no longer subject to examinations by income tax authorities in most 
jurisdictions for years prior to 2003. 


Income taxes paid (net of refunds) in 2009, 2008, and 2007 amounted to $1,177 million, $2,420 million and 
$1,826 million, respectively. The Corporation had accrued interest and penalties of approximately $17 million as of 
December 31, 2009 and approximately $6 million as of December 31, 2008. 

12. Outstanding and Weighted Average Common Shares 


The following table provides the changes in the Corporation’s outstanding common shares: 


2009 2008 2007 
(Thousands of shares) 
Balance at January ds saacs ceca sche duee ees deanben eheeds 326,133 320,600 315,018 
Activity related to restricted common stock awards, net ....... 680 1,148 941 
Employee stock options ............... 000000000 0000005 416 3,852 4,566 
Conversion of preferred stock...... 2... . 00000000000 —_ 533 75 
Balance at Decémber 31° é 2.2.6 oreo sik we de ate ee ee sees BS 327,229 326,133 320,600 
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During 2008, the Corporation’s remaining 284,139 outstanding shares of 3% cumulative convertible preferred 
shares were converted into common stock at a conversion rate of 1.8783 shares of common stock for each preferred 
share. The Corporation issued 533,697 shares of common stock for the conversion of these preferred shares and 
fractional shares were settled by cash payments. 


The weighted average number of common shares used in the basic and diluted earnings per share computations 
for each year is summarized below: 


2009 2008 2007 
(Thousands of shares) 

Common shares — baSic ........ 0.0.0. ccc ee eee ees 323,890 320,803 312,736 
Effect of dilutive securities 

SOCK OPuONS:. 44s eae eh ee hee ee eee Cea eS 836 2,870 2,925 

Restricted common stock ........ 0.0.00. ee ee 1,239 1,815 3,066 

Convertible preferred stock..... 0.20... 0.00. e eee eee _ 359 585 
Common shares — diluted... 2.0... 0.0... cee ees 325,965 325,847 319,312 


The calculation of weighted average common shares excludes the effect of 4,050,000, 425,000 and 715,000 
out-of-the-money options for 2009, 2008 and 2007, respectively. Cash dividends on common stock totaled $0.40 
per share ($0.10 per quarter) during 2009, 2008 and 2007. 


13. Leased Assets 


The Corporation and certain of its subsidiaries lease gasoline stations, drilling rigs, tankers, office space and 
other assets for varying periods under contractual obligations accounted for as operating leases. Certain operating 
leases provide an option to purchase the related property at fixed prices. At December 31, 2009, future minimum 
rental payments applicable to non-cancelable operating leases with remaining terms of one year or more (other than 
oil and gas property leases) are as follows (in millions): 


2OLO! 5. ccatceuit, et ed 4 eS Ee OLS. bik ereai a et ple ae Sok be oe Oo Se $ 482 
DOM. otek dias WESTER OR RE SEE Om b oe howe Feltle BMedl aes yee TR Aa aie es Bee 341 
DOLD, s8a Bad ohre wig deie hea g eeiteg or ou eee ates eee area eee LOS ONS RISES 354 
2013) 346264 hia ee eouG bode pebe dan took Sea eae whes ed BEGET EEE ee Re REN 357 
DONA casio eis tecte bs trip's AG &, Saag tats edit Hedge o. Sascha Haig Bedide Aa a, aon ane alec Rae Ged as 320 
Remain e Years: i. ocd ew oe eba wet eee ani ea eee eee Sega eee ee a ed 1,428 
Total minimum lease payments.......... 0.0.0.0. cee ee 3,282 
Less: income from: subleases 23. ee ae ens wale SER eee ee BEE aa W hd eels Mees 144 
Net minimum lease payments... 0.02 .40s5.00s 008s eset eee seus een eae eke eed aes $3,138 


Operating lease expenses for drilling rigs used to drill development wells and successful exploration wells are 
capitalized. 
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Rental expense was as follows: 


2009 2008 2007 
(Millions of dollars) 


Total rental expense: 20s. ca Acted eink ti tact bodied Rei aaa dh eked hie a at $266 $270 $266 
Less: income from subleases ...........0.0 0000 eee 11 12 13 
Net rental. expenses ani.wacs woe katie warm we Lack va Ove OA $255 $258 $253 


14. Risk Management and Trading Activities 


In the normal course of its business, the Corporation is exposed to commodity risks related to changes in the 
prices of crude oil, natural gas, refined products and electricity, as well as to changes in interest rates and foreign 
currency values. The Corporation also has trading operations, principally through a 50% voting interest in a 
consolidated partnership, that are exposed to commodity price risks primarily related to the prices of crude oil, 
natural gas and refined products. 


The Corporation maintains a control environment under the direction of its chief risk officer and through its 
corporate risk policy, which the Corporation’s senior management has approved. Controls include volumetric, term 
and value-at-risk limits. The chief risk officer must approve the use of new instruments or commodities. Risk limits 
are monitored and reported on daily to business units and to senior management. The Corporation’s risk 
management department also performs independent verifications of sources of fair values and validations of 
valuation models. These controls apply to all of the Corporation’s risk management and trading activities, including 
the consolidated trading partnership. The Corporation’s treasury department is responsible for administering 
foreign exchange and interest rate hedging programs. 


Following is a description of the Corporation’s activities that use derivatives as part of their operations and 
strategies. Derivatives include both financial instruments and forward purchase and sale contracts. Gross notional 
amounts of both long and short positions are presented in the volume tables below. These amounts include long and 
short positions that offset in a closed position and have not reached contractual maturity. Gross notional amounts do 
not quantify risk or represent assets or liabilities of the Corporation, but are used in the calculation of cash 
settlements under the contracts. 


Energy Marketing Activities: In its energy marketing activities the Corporation sells refined petroleum 
products, natural gas and electricity principally to commercial and industrial businesses at fixed and floating prices 
for varying periods of time. Commodity contracts such as futures, forwards, swaps and options, together with 
physical assets such as storage, are used to obtain supply and reduce margin volatility or lower costs related to sales 
contracts with customers. 


The table below shows the gross volume of the Corporation’s energy marketing commodity contracts 
outstanding at December 31, 2009: 


Commodity Contracts 


Crude oil and refined products (millions of barrels)...........0.0.0000000 000 eee eee 34 
Natural gas (millions of mcf)... 2.1... eee eee 1,876 
Electricity (millions of megawatt hours) ............ 0.0.00... e eee eee eee 166 


At December 31, 2009, a portion of energy marketing commodity contracts are designated as cash flow hedges 
to hedge variability of expected future cash flows of forecasted supply transactions. The length of time over which 
the Corporation hedges exposure to variability in future cash flows is predominantly two years or less. For contracts 
outstanding at December 31, 2009, the maximum duration was five years. The Corporation records the effective 
portion of changes in the fair value of cash flow hedges as a component of other comprehensive income. Amounts 
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recorded in Accumulated other comprehensive income are reclassified into Cost of products sold in the same period 
that the hedged item is recognized in earnings. The ineffective portion of changes in fair value of cash flow hedges is 
recognized immediately in Cost of products sold. 


At December 31, 2009, the after-tax deferred losses relating to energy marketing activities recorded in 
Accumulated other comprehensive income were $303 million ($335 million at December 31, 2008). The 
Corporation estimates that approximately $224 million of this amount will be reclassified into earnings over 
the next twelve months. During 2009, 2008 and 2007, the Corporation reclassified after-tax income (losses) from 
Accumulated other comprehensive income of $(596) million, $112 million and $(81) million, respectively. The 
amount of gain (loss) from hedge ineffectiveness reflected in earnings in 2009, 2008 and 2007 was $(2) million in 
2009, less than $1 million in 2008 and $(5) million in 2007. The change in the fair value of energy marketing cash 
flow hedges was $(564) million in 2009, $(255) million in 2008 and $(3) million in 2007. 


The change in fair value of other energy marketing commodity contracts that are not designated as hedges are 
recognized currently in earnings. Revenues from the sales contracts are recognized in Sales and other operating 
revenues, supply contract purchases are recognized in Cost of products sold and net settlements from financial 
derivatives are recognized in Cost of products sold. Net realized and unrealized pre-tax gains on derivative contracts 
not designated as hedges amounted to $102 million in 2009. 


Corporate Risk Management: Corporate risk management activities include transactions designed to 
reduce risk in the selling prices of crude oil or natural gas produced by the Corporation or to reduce exposure 
to foreign currency movements. Generally, futures, swaps or option strategies may be used to fix the forward selling 
price of a portion of the Corporation’s crude oil or natural gas production. Forward contracts may also be used to 
purchase certain currencies in which the Corporation does business with the intent of reducing exposure to foreign 
currency fluctuations. 


The table below shows the gross volume of Corporate risk management derivative instruments outstanding at 
December 31, 2009: 


Commodity contracts, primarily crude oil (millions of barrels)*¥.................0.200005 54 
Foreign exchange contracts (millions of U.S. dollars)...............000.. 0.00 00.00000. 872 


* Includes gross volumes associated with the offsetting crude oil hedge positions. 


During 2008, the Corporation closed Brent crude oil cash flow hedges covering 24,000 barrels per day through 
2012 by entering into offsetting contracts with the same counterparty. As a result, the valuation of those contracts is 
no longer subject to change due to price fluctuations. There were no other open hedges of crude oil or natural gas 
production at December 31, 2009. Hedging activities decreased Exploration and Production earnings by 
$337 million in 2009, $423 million in 2008 and $244 million in 2007. The pre-tax amount of these hedge 
losses is reflected in Sales and other operating revenue. The gain (loss) from hedge ineffectiveness reflected in 
revenue was less than $1 million in 2009, $(13) million in 2008 and $6 million in 2007. 


At December 31, 2009, the after-tax deferred losses in Accumulated other comprehensive income relating to 
Corporate risk management cash flow hedges were $941 million ($1,143 million at December 31, 2008). These 
deferred losses result from the Brent crude oil hedges referred to above that cover ongoing production of 
24,000 barrels per day from 2010 through 2012. The Corporation estimates that approximately $335 million of 
this amount will be reclassified into earnings over the next twelve months. The pre-tax amount of deferred hedge 
losses is reflected in Accounts payable and the related income tax benefits are recorded as Deferred income tax 
assets on the balance sheet. 


69 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued) 
The change in fair value of foreign exchange contracts are not designated as hedges. Gains or losses in foreign 


exchange contracts, maturing through 2010, are recognized immediately in Other, net in revenues and non- 
operating income. 


For the year ended December 31, 2009, net pre-tax gains on derivative contracts used for Corporate risk 
management and not designated as hedges amounted to the following (in millions): 


Commodity 4 .:i¢.2 sue bee edaigaae Bp date ea be ieee cae aig UE lga o aa. dlgure ee 28S $9 
Foreign exchange... 00s cd02cige bud ove Gees Ode eWE Seah eee Coe ee bee oa es _86 
MO tals Sere 8 athe eg eee ete me, eee ete te dante ar ie, do tamaeM anes, £8 erat er date aa tas ed $95 


Trading Activities: Trading activities are conducted principally through a trading partnership in which the 
Corporation has a 50% voting interest. This consolidated entity intends to generate earnings through various 
strategies primarily using energy commodities, securities and derivatives. The Corporation also takes trading 
positions for its own account. 


The table below shows the gross volume of the Corporation’s trading derivative instruments outstanding at 
December 31, 2009: 


Commodity Contracts 


Crude oil and refined products (millions of barrels)..........0.0..0000000 0c ee eee 2,251 

Natural gas (millions of mcf)... 2... eens 6,927 

Electricity (millions of megawatt hours) ............ 0.0... 00. eee eee eee 6 
Other Contracts (millions of U.S. dollars) 

TING HESUGAte 5, cated regs ees te, ects ecw cesta pate Sane cle acai aanee end a oaiasrs eects wee Woden abe 495 

Foreign exchanges: sis. beaeetee ete ee edwa be ee ieaeuee cob des hake ad 335 


For the year ended December 31, 2009, pre-tax gains recorded in Sales and other operating revenues from 
trading activities amounted to the following (in millions): 


Commodity: 3..2.4 08.04 Vek ees AE ea ea ee a ee eee ee bee ses $196 
Foreign exchange 2.0.04 00406400 00 Sedan Ee ONES ES Ee Oe Sete ee mS eA 23 
Interest:rate:and OUer os. cg cig aes a, Sad Ae Sees og MR RAS, CaS RG Oa RAlate Bea aad ee He 17 

Total 34 p25 be nadie Gh ee ote Se hh ee ind ee ES Gee ee $236 


Fair Value Measurements: The Corporation determines fair value in accordance with the fair value 
measurements accounting standard (ASC 820 — Fair Value Measurements and Disclosures), which established 
a hierarchy that categorizes the sources of inputs, which generally range from quoted prices for identical 
instruments in a principal trading market (Level 1) to estimates determined using related market data 
(Level 3). Multiple inputs may be used to measure fair value, however, the level of fair value for each 
financial asset or liability presented below is based on the lowest significant input level within this fair value 
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hierarchy. The following table provides the fair value of the Corporation’s financial assets and (liabilities) based on 


this hierarchy: 


Collateral and 


counterparty 
Level 1 Level 2 Level 3 netting December 31, 
(Millions of dollars) 
2009 
Derivative contracts 
ASSEt8 is, ccd ca sch wdialis. donnie acme eaees $ 46 $1,139 $119 $ (366) $ 938 
Ab IMES 25 cree Pes eee wea (151) — (2,910) (36) 320 (2,777) 


Other assets and liabilities measured at 
fair value on a recurring basis 


ASSCtS'¢ 2eers avleta aeeada ge gaeed 37 21 5 — 63 
Liabilities ..............0. 000085 — (66) (4) — (70) 
2008 
Derivative contracts 
ASSESS. 5 bbe e oO ee ees. bad $449 $1,795 $695 $ (1,023) $ 1,916 
Liabilities ... 2... .........00005 (397) (3,395) (556) 712 (3,636) 


Other assets and liabilities measured at 
fair value on a recurring basis 


ANSSEES: 5.05 Gk. Ge Hales ed die e web we eek a 55 — 10 — 65 
Liabilities ..........0...0..000. — (17) — — (17) 


The following table provides changes in financial assets and liabilities that are measured at fair value based on 
Level 3 inputs: 
Year Ended December 31, 


200920008 
(Millions of dollars) 

Balance at January 1.1... nee $ 149 $ (4) 
Unrealized gains (losses) 

Included in earnings... ..... ee ee 103 634 

Included in other comprehensive income...............000000 05 15 (351) 

Purchases, sales or other settlements during the period .............. (144) (37) 

Net transfers in to (out of) Level 3.0.0... 0.20.0... 0000 cee eee (39) (93) 

Balaneé: at: December 31.5. aac e ed4 oe he bd We be SEDO GSES Se $ 84 $ 149 
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The table below reflects the gross and net fair values of the Corporation’s derivative instruments as of 
December 31, 2009: 


Accounts Accounts 
Receivable Payable 


(Millions of dollars) 
Derivative contracts designated as hedging instruments 


Commodity s 2.4250 bdo daes Rae dao eee dee ee EY pe geetalae s ¢ $ 748 $ (1,166) 

Derivative contracts not designated as hedging instruments* 
Commodity. isi$shierdgey dive desc hw dag hide shia eteb eee ie 9,145 (10,493) 
Poteisn 6xchanpe «cick heels yn Sa DN Ew EEL eee ee Pam Reh ot 3 (26) 
Oe) ss feeb SR See ae See eh ae hae 12 (14) 
Total derivative contracts not designated as hedging instruments....... 9,160 (10,533) 
Gross fair value of derivative contracts... 0.0... 6 ees 9,908 (11,699) 
Master netting arrangements.............. 0.0.0.0... (8,653) 8,653 
Cash collateral (received) posted... 2... 0.0... eee ee (317) 269 
Net fair value of derivative contracts... .. 0.0... ees $ 938 §$ (2,777) 


* Includes trading derivatives and derivatives used for risk management. 


The Corporation generally enters into master netting arrangements to mitigate counterparty credit risk. Master 
netting arrangements are standardized contracts that govern all specified transactions with the same counterparty 
and allow the Corporation to terminate all contracts upon occurrence of certain events, such as a counterparty’s 
default or bankruptcy. Where these arrangements provide the right of offset and the Corporation’s intent and 
practice is to offset amounts in the case of contract terminations, the Corporation records fair value on a net basis. 


The carrying amounts of the Corporation’s financial instruments and derivatives are recorded at their fair 
values at December 31, 2009 and 2008, while fixed rate long-term debt is recorded at a carrying value of 
$4,467 million (fair value of $5,073 million) at December 31, 2009 and a carrying value of $3,103 million (fair 
value of $3,031 million) at December 31, 2008. 


Credit Risk: The Corporation is exposed to credit risks that may at times be concentrated with certain 
counterparties or groups of counterparties. Accounts receivable are generated from a diverse domestic and 
international customer base. The Corporation’s net receivables at December 31, 2009 are concentrated with 
counterparties as follows: oil and gas companies — 14%, US government entities — 13%, manufacturers — 12% 
and domestic and foreign trading companies — 11%. The Corporation reduces its risk related to certain 
counterparties by using master netting arrangements and requiring collateral, generally cash or letters of credit. 
The Corporation records the cash collateral received or posted as an offset of the fair value of derivatives executed 
with the same counterparty. At December 31, 2009 and 2008, the Corporation is holding cash from counterparties of 
approximately $317 million and $705 million, respectively. The Corporation has posted cash to counterparties at 
December 31, 2009 and 2008 of approximately $269 million and $394 million, respectively. 


At December 31, 2009, the Corporation had a total of $2,847 million of outstanding letters of credit, primarily 
issued to satisfy margin requirements. Certain of the Corporation’s agreements also contain contingent collateral 
provisions that could require the Corporation to post additional collateral if the Corporation’s credit rating declines. 
As of December 31, 2009, the net liability related to derivatives with contingent collateral provisions was 
approximately $2,120 million before cash collateral posted of approximately $260 million. At December 31, 
2009, all three major credit rating agencies that rate the Corporation’s debt had assigned an investment grade rating. 
If two of the three agencies were to downgrade the Corporation’s rating to below investment grade, as of 
December 31, 2009, the Corporation would be required to post additional collateral of approximately $281 million. 
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15. Guarantees and Contingencies 


At December 31, 2009, the Corporation’s guarantees include $121 million of HOVENSA’s crude oil purchases 
and $15 million of HOVENSA’s senior debt obligations. In addition, the Corporation has $100 million in letters of 
credit for which it is contingently liable. As a result, the maximum potential amount of future payments that the 
Corporation could be required to make under its guarantees is $236 million at December 31, 2009 ($219 million at 
December 31, 2008). The Corporation also has a contingent purchase obligation expiring in April 2012, to acquire 
the remaining interest in WilcoHess, a retail gasoline station joint venture. As of December 31, 2009, the estimated 
value of the purchase obligation is approximately $184 million. 


The Corporation is subject to loss contingencies with respect to various lawsuits, claims and other proceedings, 
including environmental matters. A liability is recognized in the Corporation’s consolidated financial statements 
when it is probable a loss has been incurred and the amount can be reasonably estimated. If the risk of loss is 
probable, but the amount cannot be reasonably estimated or the risk of loss is only reasonably possible, a liability is 
not accrued; however, the Corporation discloses the nature of those contingencies. 


The Corporation, along with many other companies engaged in refining and marketing of gasoline, has been a 
party to lawsuits and claims related to the use of methyl tertiary butyl ether (MTBE) in gasoline. A series of similar 
lawsuits, many involving water utilities or governmental entities, were filed in jurisdictions across the United States 
against producers of MTBE and petroleum refiners who produced gasoline containing MTBE, including the 
Corporation. The principal allegation in all cases is that gasoline containing MTBE is a defective product and that 
these parties are strictly liable in proportion to their share of the gasoline market for damage to groundwater 
resources and are required to take remedial action to ameliorate the alleged effects on the environment of releases of 
MTBE. In 2008, the majority of the cases against the Corporation were settled. In February 2010, the Corporation 
reached an agreement in principle to settle all but three of the remaining cases. The three unresolved cases consist of 
two cases that have been consolidated for pre-trial purposes in the Southern District of New York as part of a multi- 
district litigation proceeding and an action brought in state court by the State of New Hampshire. In 2007, a pre-tax 
charge of $40 million was recorded to cover all of the known MTBE cases against the Corporation. 


Over the last several years, many refiners have entered into consent agreements to resolve the United States 
Environmental Protection Agency’s (EPA) assertions that refining facilities were modified or expanded without 
complying with New Source Review regulations that require permits and new emission controls in certain 
circumstances and other regulations that impose emissions control requirements. These consent agreements, 
which arise out of an EPA enforcement initiative focusing on petroleum refiners and utilities, have typically 
imposed substantial civil fines and penalties and required (i) significant capital expenditures to install emissions 
control equipment over a three to eight year time period and (ii) changes to operations which resulted in increased 
operating costs. The capital expenditures, penalties and supplemental environmental projects for individual 
refineries covered by the settlements can vary significantly, depending on the size and configuration of the 
refinery, the circumstances of the alleged modifications and whether the refinery has previously installed more 
advanced pollution controls. The EPA initially contacted the Corporation and HOVENSA regarding the Petroleum 
Refinery Initiative in August 2003. Negotiations with the EPA and the relevant states and the Virgin Islands are 
continuing and substantial progress has been made toward resolving this matter for both the Corporation and 
HOVENSA. While the effect on the Corporation of the Petroleum Refining Initiative cannot be estimated until a 
final settlement is reached and entered by a court, additional significant future capital expenditures and operating 
expenses will likely be incurred by HOVENSA over a number of years. The amount of penalties, if any, is not 
expected to be material. 


The United States Deep Water Royalty Relief Act of 1995 (the Act) implemented a royalty relief program that 
relieves eligible leases issued between November 28, 1995 and November 28, 2000 from paying royalties on 
deepwater production in Federal Outer Continental Shelf lands. The Act does not impose any price thresholds in 
order to qualify for the royalty relief. The U.S. Minerals Management Service (MMS) created regulations that 
included pricing requirements to qualify for the royalty relief provided in the Act. During the period from 2003 to 
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2009, the Corporation accrued the royalties imposed by the MMS regulations. The legality of the thresholds 
imposed by the MMS was challenged in the federal courts and, in October 2009, the U.S. Supreme Court decided 
not to review the appellate court’s decision against the MMS. As a result, the Corporation recognized a pre-tax gain 
of $143 million ($89 million after income taxes) in 2009 to reverse all previously recorded royalties. The pre-tax 
gain is reported in Other, net within the Statement of Consolidated Income. 


The Corporation is also currently subject to certain other existing claims, lawsuits and proceedings, which it 
considers routine and incidental to its business. The Corporation believes that there is only a remote likelihood that 
future costs related to any of these other known contingent liability exposures would have a material adverse impact 
on its financial position or results of operations. 


16. Segment Information 


The Corporation has two operating segments that comprise the structure used by senior management to make 
key operating decisions and assess performance. These are (1) Exploration and Production and (2) Marketing and 
Refining. The Exploration and Production segment explores for, develops, produces, purchases, transports and sells 
crude oil and natural gas. The Marketing and Refining segment manufactures refined petroleum products and 
purchases, trades and markets refined petroleum products, natural gas and electricity. 


The following table presents financial data by operating segment for each of the three years ended 
December 31, 2009: 
Exploration Marketing Corporate 
and Production and Refining and Interest Consolidated(a) 
(Millions of dollars) 


2009 
Operating revenues 

Total operating revenues(b)........... $ 7,259 $22,464 $ 1 

Less: Transfers between affiliates ...... __ 110 = = ee 

Operating revenues from unaffiliated 
customers .........00000 eee eee $ 7,149 $22,464 $ 1 $29,614 

Net income (loss) attributable to Hess 

Corporation ............0 00 eee $ 1,042 $ 127 $ (429) $ 740 
Equity in income (loss) of HOVENSA 

LCs ale dito hete SS EAN a $ — $ (229) $ — $ (229) 
Interest Expense: 5. adc eee ees ceeds — — 360 360 
Depreciation, depletion and amortization. . . 2,167 79 8 2,254 
Provision (benefit) for income taxes ...... 944 24 (253) 715 
Investments in affiliates ............... 57 856 —_— 913 
Identifiable assets.................05. 21,810 6,388 1,267 29,465 
Capital employed(c)................-. 14,163 2,979 853 17,995 
Capital expenditures.................. 2,800 83 35 2,918 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued) 


2008 

Operating revenues 
Total operating revenues(b)........... 
Less: Transfers between affiliates ...... 


Operating revenues from unaffiliated 
CUSCOMETS ... 6... eee ee ee ees 


Net income (loss) attributable to Hess 
COLPOTAHON 6 oieis iGO be at es ase ke 


Equity in income of HOVENSA L.L.C. ... 
Interest expense ..............20-0005 
Depreciation, depletion and amortization. . . 
Provision (benefit) for income taxes ...... 
Investments in affiliates ............... 
Identifiable assets................000. 
Capital employed(c).................. 
Capital expenditures.................. 


2007 

Operating revenues 
Total operating revenues(b)........... 
Less: Transfers between affiliates ...... 


Operating revenues from unaffiliated 
CUSLOMETS. 6.06 ce4 bole a He ae es 


Net income (loss) attributable to Hess 
Corporation ..................0040. 


Equity in income of HOVENSA L.L.C. ... 
Interest €XpENnsé 2s. scene w ances Gow eed 
Depreciation, depletion and amortization. . . 
Provision (benefit) for income taxes ...... 
Investments in affiliates ............... 
Identifiable assets................-005 
Capital employed(c).................. 
Capital expenditures.................. 


Exploration Marketing Corporate 
and Production and Refining and Interest Consolidated(a) 
(Millions of dollars) 

$10,095 $31,273 $ é) 

237 — — 
$ 9,858 $31,273 $ 3 $41,134 
$ 2,423 $ 277 $ (340) $ 2,360 
a $ 44 $ — $ 44 
— — 267 267 
1,952 74 3 2,029 
2,365 162 (187) 2,340 
57 1,070 — 1,127 
19,506 6,680 2,403 28,589 
12,945 3,178 223 16,346 
4,251 149 38 4,438 

$ 7,933 $23,993 $ 2 
201 —— a —— 
$ 7,732 $23,993 $ 2 $31,727 
$ 1,842 $ 300 $ (310) $ 1,832 
$ — $ 176 $ — $ 176 
— — 256 256 
1,503 68 5 1,576 
1,865 181 (174) 1,872 
57 1,060 1,117 
17,008 6,667 2,456 26,131 
11,349 3,130 (499) 13,980 
3,438 118 22 3,578 


(a 
(b 


(c 


= AS 


S 


After elimination of transactions between affiliates, which are valued at approximate market prices. 


Sales and operating revenues are reported net of excise and similar taxes in the consolidated statement of income, which amounted to 


approximately $2,100 million, $2,200 million and $2,000 million in 2009, 2008 and 2007, respectively. 


Calculated as equity plus debt. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued) 


Financial information by major geographic area for each of the three years ended December 31, 2009: 


Asia and 
United States Europe Africa Other Consolidated 
(Millions of dollars) 

2009 

Operating revenues.............. $24,611 $1,771 $1,898 $1,334 $29,614 

Property, plant and equipment (net). . 5,792 3,930 3,617 3,288 16,627 
2008 

Operating revenues.............. $33,202 $3,488 $3,173 $1,271 $41,134 

Property, plant and equipment (net). . 5,319 3,674 4,139 3,139 16,271 
2007 

Operating revenues.............. $25,530 $2,647 $2,443 $1,107 $31,727 

Property, plant and equipment (net). . 3,611 3,749 4,599 2,675 14,634 


17. Related Party Transactions 


The following table presents related party transactions for the year-ended December 31: 


2009 2008 2007 
(Millions of dollars) 


Purchases of petroleum products: 


HOVENSA® sis ise Gaited Matted Hikes wind Rak eaden eee $3,659 $6,589 $ 5,238 
Sales of petroleum products and crude oil: 

WIlCOHESS: ¢sieeciee als abd OSs, boa Gok Qutb & Sheep aodle BRS 1,634 2,590 2,014 

HOVENSA. octeisigt ehh e dd boa ma eS ees 530 701 213 


* The Corporation has agreed to purchase 50% of HOVENSA’s production of refined products at market prices, after sales by HOVENSA to 
unaffiliated parties. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 


SUPPLEMENTARY OIL AND GAS DATA 
(Unaudited) 


The Supplementary Oil and Gas Data that follows is presented in accordance with ASC 932, Disclosures about 
Oil and Gas Producing Activities, and includes (1) costs incurred, capitalized costs and results of operations relating 
to oil and gas producing activities, (2) net proved oil and gas reserves, and (3) a standardized measure of discounted 
future net cash flows relating to proved oil and gas reserves, including a reconciliation of changes therein. 


The Corporation produces crude oil, natural gas liquids and/or natural gas principally in Algeria, Azerbaijan, 
Denmark, Equatorial Guinea, Gabon, Indonesia, Libya, Malaysia, Norway, Russia, Thailand, the United Kingdom 
and the United States. Exploration activities are also conducted, or are planned, in additional countries. 


Costs Incurred in Oil and Gas Producing Activities 


United Asia and 
For the Years Ended December 31 _Total States Europe Africa Other 
(Millions of dollars) 

2009 
Property acquisitions 

Unproveds. «ts earth dows Poet Perea ee $ 188 $ 184 $ 2 $ — $ 2 

PLOVEO? e vtus 4 aces igang Pid eRe Ne Be A Be 74 74 
EXplomaton. 4:20 cap d aise Wa ogee aad fee ap aa ae 938 206 69 225 438 
Production and development capital expenditures** .. 1,918 807 513 255 343 
2008 
Property acquisitions 

UNptOVEd ic. g ence don ten ee te Ate owe $ 684 $ 6422 $— $— $ 42 

PHOVEO? esse Ste: Gaacc dai ate Stat ile Reds, bla gap anda eae 300 87 — 210 3 
Exploration $5 ¢.i.d05 tiiales oe eee eed aud 1,134 408 121 275 330 
Production and development capital expenditures** .. 2,867 1,042 881 451 493 
2007 
Property acquisitions 

Unproved ..« ck secede sche wee ae ees $ 325 $ 316 $— $ 1 $ 8 

PLOVEd* sent wn Bova qed ob MR Se Fes oe he 137 137 — —_— — 
Exploration «cc. ¢40 65 ee da ee ORE bo eee 719 421 65 77 156 
Production and development capital expenditures** .. 2,751 690 764 698 599 


* Includes wells, equipment and facilities acquired with proved reserves. 
** Also includes $(9) million, $344 million and $146 million in 2009, 2008 and 2007, respectively, related to the accruals and revisions for asset 
retirement obligations. 


Capitalized Costs Relating to Oil and Gas Producing Activities 
At December 31, 


2009 2008 

(Millions of dollars) 

Unproved properties: ..¢ ss 20.5 Bees ee ae aa ed ae a $ 2,347 $ 2,265 
Proved! Properules: :. g05.c8 td etsd mise oot toed ole aede Me Bid teehee ed 3,121 3,009 
Wells, equipment and related facilities... ..... 0... 2... eee 22,118 — 20,058 
Total COSts: ...4-00t4 coheed lad eed eed ieee 4 fda ee idee etad 27,586 25,332 
Less: reserve for depreciation, depletion, amortization and lease impairment... 12,273 — 10,269 
Net capitalized: COSIS:.in;5 ae 4 Ge aR Lane eae Cob ae $15,313 $15,063 
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Results of Operations for Oil and Gas Producing Activities 


The results of operations shown below exclude non-oil and gas producing activities, primarily gains on sales of 
oil and gas properties, interest expense, gains and losses resulting from foreign exchange transactions and other 
non-operating income. Therefore, these results are on a different basis than the net income from Exploration and 
Production operations reported in management’s discussion and analysis of results of operations and in Note 16, 
Segment Information, in the notes to the financial statements. 


United Asia and 
For the Years Ended December 31 Total States Europe Africa Other 
(Millions of dollars) 
2009 
Sales and other operating revenues 
Unaffiliated customers ........0.0.00000 00 ce eee eens $6,725 $1,501 $1,827 $2,193 $1,204 
Inter-company 4 esheets be jade dle ges sa dence, ease 110 110 —_— _— _ 
Total revenues: cso. Pe oN heh eee eek OS 6,835 1,611 1,827 2,193 1,204 
Costs and expenses 
Production expenses, including related taxes(a)........ 1,805 431 642 480 252 
Exploration expenses, including dry holes and lease 
IMPAIMENt. ios os he Ee Gee oo ete ele 829 383 75 159 212 
General, administrative and other expenses........... 255 130 45 22 58 
Depreciation, depletion and amortization(b) .......... 2,167 503 473 821 370 
Total costs and expenses..............0000 eee ee 5,056 1,447 1,235 1,482 892 
Results of operations before income taxes............ 1,779 164 592 711 312 
Provision for income taxes.......... 0.00000 904 64 185 514 141 
Results of operations... 0.0.20... 0.0. eee eee $ 875 $ 100 $ 407 $ 197. §$ 171 
2008 
Sales and other operating revenues 
Unaffiliated customers .........0.0 0.000000. e ee eee $9,569 $1,415 $3,435 $3,580 $1,139 
Intér-company 64.00.02 S eae ANS ee edt ea eS 237 237 — — — 
Total! revenues: a2 304-0 ee eek eee a ee Se ee 9,806 1,652 3,435 3,580 1,139 
Costs and expenses 
Production expenses, including related taxes(c)........ 1,872 373 811 465 223 
Exploration expenses, including dry holes and lease 
WMPAWMN ss nig dee era ae eles BAe eae ea 725 305 45 186 189 
General, administrative and other expenses........... 302 159 86 19 38 
Depreciation, depletion and amortization(d) .......... 1,952 238 591 888 235 
Total costs and expenses..............00 eee eee 4,851 1,075 1,533 1,558 685 
Results of operations before income taxes............ 4,955 577 1,902 2,022 454 
Provision for income taxeS......... 0.000 e cece eee 2,490 223 920 1,181 166 
Results of operations ...............0000000 0 eee eee $2,465 $ 354 $ 982 $ 841 $ 288 
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United Asia and 
For the Years Ended December 31 Total States Europe Africa Other 


(Millions of dollars) 


2007 
Sales and other operating revenues 
Unaffiliated customers .........0 0.00000. ce eee eee $7,297 $1,010 $2,670 $2,609 $1,008 
Inter-company oe ice. see weds Cae s Ves Pee EWE OS 201 201 —_— —_— — 
Total revenues .. 0.0.0.0... 00. ee ns T7498 1,211 2,670 2,609 1,008 
Costs and expenses 
Production expenses, including related taxes.......... 1,581 280 723 381 197 
Exploration expenses, including dry holes and lease 
WNPAITMEN sie hai oh ES wo a SS 9 ODES de 515 302 43 90 80 
General, administrative and other expenses........... 257 130 73 17 37 
Depreciation, depletion and amortization(e) .......... 1,503 187 548 593 175 
Total costs and expenses..............000 eee eee 3,856 899 1,387 1,081 489 
Results of operations before income taxes............ 3,642 312 1,283 1,528 519 
Provision for income taxeS......... 0.000. e eee eens 1,817 121 661 911 124 
Results of operations... 1.0.2.2... 0.0... eee $1,825 $ 191 $ 622 $ 617. $ 395 


(a) Includes $20 million ($15 million after income taxes) for reductions in carrying value of materials inventory in Equatorial Guinea. 

(b) Includes $52 million ($26 million after income taxes) for reductions in carrying value of two short lived fields and production equipment in 
the U.K. North Sea. 

(c) Includes $15 million ($9 million after income taxes) of Gulf of Mexico hurricane related costs. 

(d) Includes asset impairment charges of $30 million ($17 million after income taxes). 


(e) Includes asset impairment charges of $112 million ($56 million after income taxes). 


Oil and Gas Reserves 


The Corporation’s proved oil and gas reserves are calculated in accordance with SEC regulations and the 
requirements of the FASB. Proved oil and gas reserves are quantities, which by analysis of geoscience and 
engineering data, can be estimated with reasonable certainty to be economically producible from known reservoirs 
under existing economic conditions, operating methods and government regulations. The Corporation’s estimation of net 
recoverable quantities of liquid hydrocarbons and natural gas is a highly technical process performed by internal teams of 
geoscience professionals and reservoir engineers. Estimates of reserves were prepared by the use of standard engineering 
and geoscience methods generally accepted in the petroleum industry. The method or combination of methods used in 
the analysis of each reservoir is based on the maturity of the reservoir, the completeness of the subsurface data available at 
the time of the estimate, the stage of reservoir development and the production history. Where applicable, reliable 
technologies may be used in reserve estimation, as defined in the SEC regulations. These technologies, including 
computational methods, must have been field tested and demonstrated to provide reasonably certain results with 
consistency and repeatability in the formation being evaluated or in an analogous formation. 


Commencing in 2009, the product prices used in the estimation of oil and gas reserves were the average oil and 
gas selling prices during the twelve month period prior to the reporting date determined as an unweighted arithmetic 
average of the first-day-of-the-month price for each month within such period, except for prices set in contractual 
arrangements. In order for reserves to be classified as proved, any required government approvals must be obtained 
and depending on the cost of the project, either senior management or the board of directors must commit to fund 
the development. 


The Corporation’s proved reserves are subject to certain risks and uncertainties. These risks include 
commodity price risk, technical risk and political risk. Reference is made to Item 1A, Risk Factors Related to 
Our Business and Operations on page 11 of this Form 10-K. 
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Internal Controls 


The Corporation maintains internal controls over its oil and gas reserve estimation process which are 
administered by the Corporation’s Senior Vice President of E&P Technology and its Chief Financial Officer. 
Estimates of reserves are prepared by technical staff that work directly with the oil and gas properties using standard 
reserve estimation guidelines, definitions and methodologies. Each year, reserve estimates for a selection of the 
Corporation’s assets are subject to internal technical audits and reviews. In addition, an independent third party 
reserve engineer reviews and audits a significant portion of the Corporation’s reported reserves (see below). Reserve 
estimates are reviewed by senior management and the Board of Directors. 


Qualifications 


The person primarily responsible for overseeing the preparation of the Corporation’s oil and gas reserves is 
Mr. Scott Heck, Senior Vice President of E&P Technology. Mr. Heck is a member of the Society of Petroleum 
Engineers with 30 years of industry experience in oil and gas reservoir management and reserve estimation. 


Reserves Audit 


The Corporation engaged the consulting firm of DeGolyer and MacNaughton (D&M) to perform an audit of 
the internally prepared reserve estimates on certain fields aggregating approximately 80% of 2009 year-end 
reported reserve quantities on a barrel of oil equivalent basis. The purpose of the report dated January 15, 2010 was 
to provide additional assurance on the reasonableness of internally prepared reserve estimates and compliance with 
SEC regulations. The D&M letter report on the Corporation’s estimated oil and gas reserves was prepared using 
standard geological and engineering methods generally accepted in the petroleum industry. D&M is an independent 
petroleum engineering consulting firm that has been providing petroleum consulting services throughout the world 
for over 70 years. The D&M letter report on the Corporation’s December 31, 2009 oil and gas reserves is included as 
an exhibit to this Form 10-K. While the D&M report should be read in its entirety, the report concludes that for the 
properties reviewed by D&M, the total net proved reserve estimates prepared by Hess and audited by D&M, in the 
aggregate, did not differ materially. The report also includes among other information, the qualifications of the 
technical person primarily responsible for overseeing such reserve audit. 


Effect of adopting new SEC requirements 


The SEC issued a final rule on oil and gas reserve estimation and disclosure effective for year-end 2009 
reporting. The SEC’s final rule was designed to modernize and update the oil and gas reserve disclosure 
requirements to align them with current industry practices and changes in technology. In January 2010, the 
FASB issued its final accounting standards update, Extractive Industries — Oil and Gas (ASC 932), which 
principally conformed existing FASB standards to the new SEC guidelines. Since it was not practical to 
calculate reserve estimates under both the old and new reserve estimation standards as of year end, it is not 
possible to precisely measure the effect of adopting the new SEC requirements on total proved reserves at 
December 31, 2009. However, the Corporation estimates that the effect of initially applying the new rules, primarily 
due to application of the new reserve definitions and the consideration of permitted technology, was to increase year 
end 2009 total proved reserves by approximately 2%. The change in reserve estimates resulting from applying the 
new rules is included in the table below as 2009 revisions and additions to proved reserves. The Corporation 
estimates that the effect of adopting the new rules on its net income in 2010 will be an increase of approximately 
$80 million, after tax, due to lower depreciation, depletion and amortization costs, assuming 2010 budgeted 
production levels for the affected fields occur as forecasted. 


Proved undeveloped reserves 


The December 31, 2009 oil and gas reserve estimates disclosed below include 374 million barrels of liquid 
hydrocarbons and 1,276 million mcf of natural gas classified as proved undeveloped reserves. Proved undeveloped 
liquid reserves decreased in 2009, primarily due to the commencement of production from the Shenzi Field in the 
deepwater Gulf of Mexico. Proved undeveloped natural gas reserves also decreased in 2009 due to the continuation 
of development activities in Block A-18 in the JDA. In addition, as part of its normal production operations, the 
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Corporation’s drilling programs on existing fields resulted in the reclassification of proved undeveloped reserves to 
developed. In 2009, these changes occurred primarily at certain fields in the United States, Equatorial Guinea, 
Azerbaijan and Russia. For the year ended December 31, 2009, the Corporation estimates that capital expenditures 
of approximately $450 million were incurred to convert proved undeveloped reserves to proved developed reserves. 
The Corporation is involved in multiple long term projects that have staged developments. Certain of these projects 
have proved reserves, which have been classified as undeveloped for a period in excess of five years, totaling 
approximately 145 million barrels of oil equivalent, or 10% of year end 2009 total proved reserves. The proved 
undeveloped reserves in excess of five years are related to gas projects in Block A-18 in the JDA, Indonesia, and 
Norway that are being developed in phases to satisfy long-term gas sales contracts and an oil project in Azerbaijan 
that is still under development. 


Following are the Corporation’s proved reserves for the three years ended December 31, 2009: 
Crude Oil, Condensate and Natural Gas 


Liquids Natural Gas 
Africa, 
United Asia and United Asia and 
States Europe Afriea _Other_ Total States Europe _Other__Total_ 
(Millions of barrels) (Millions of mef) 
Net Proved Developed and Undeveloped 
Reserves 
At January 1, 2007 ................04. 138 340 304 50 832 236 677 1,553 2,466 
Revisions of previous estimates(b)......... 37 17 17 1 72 32 73 143 248 
Extensions, discoveries and other additions. . . 17 14 6 23 60 26 ll 148 185 
Improved recovery..............000005 22 _— — — 22 13 —_— _— 13 
Purchases of minerals in place ........... 5) — — — > 1 — — 1 
Sales of minerals in place............... — (6) — — (6) — (4) — (4) 
PLOGUCtIOM: 23.) 45e..4seecssnesdenat ats Marneecians. ees 5) G6) 42) (7) (100) (38) (Ol) (102) (241) 
At December 31, 2007(a).............4. 204 329 285 67 885(c) 270 656 1,742 2,668 
Revisions of previous estimates(b)......... 9 30 83 29 147 22 84 188 294 
Extensions, discoveries and other additions. . . 26 5: 1 — 32 18 — 65 83 
Improved recovery.............-20000- 1 — —_— — 
Purchases of minerals in place ........... 2 — — — 2 
Sales of minerals in place............... 
PrOduCtiOMl >... ses. s8h asd oe eae EA Rw (15) (2) 45) (5) _97) (4) C01) (137) @72) 
At December 31, 2008(a)............... 227 332 324 87 970(c) 276 639 =1,858 = 2,773 
Revisions of previous estimates(b)......... 22 28 34 (7) 77 46 66 83 195 
Extensions, discoveries and other additions. . . 26 1 — — 27 23 — — 23 
Improved recovery.............-2-0000- 
Purchases of minerals in place ........... 101 101 
Sales of minerals in place............... (1) — (1) 
PIOdUCHON: 5..6:5.0.5.6 o-5-4-d.heneoey ORES OS Goes (26) (31) (44) (6) (107) (39) (62) (169) (270) 
At December 31, 2009. ................ 249 330 314 74 967(c) 306(d) 642 1,873 2,821 
Net Proved Developed Reserves 

At January 1, 2007 ..............2200. 90 223 194 19 526 195 517 585 1,297 
At December 31, 2007................. 101 201 201 15 518 199 519 654 = 1,372 
At December 31, 2008...............4. 119 192 237 23 571 202 502 727 ‘1,431 
At December 31, 2009. ................ 154 171 241 27 593-205 417 923 1,545 
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Crude Oil, Condensate and Natural Gas 


Liquids Natural Gas 
Africa, 
United Asia and United Asia and 
States Europe Africa Other Total States Europe _Other__Total_ 
(Millions of barrels) (Millions of mef) 
Net Proved Undeveloped Reserves 

At January 1, 2007 oe ioeis casievecdie ate doa uendos 48 117 110 31 306 41 160 968 1,169 
At December 31, 2007................. 103 128 84 52 367 71 137 1,088 1,296 
At December 31, 2008................. 108 140 87 64 399 74 137 1,131 1,342 
At December 31, 2009................. 95 159 73 47 374 101 225 950 1,276 


(a) Proved reserves in 2008 and 2007 were determined by D&M, an independent petroleum engineering consulting firm. 


(b) Includes the impact of changes in selling prices on the reserve estimates for each year for production sharing contracts with cost recovery 
provisions. In 2009, revisions included reductions of approximately 18 million barrels of crude oil and 102 million mcf of natural gas 
relating to higher selling prices. In 2008, revisions included increases of approximately 59 million barrels of crude oil and 104 million mcf 
of natural gas relating to lower selling prices. In 2007 revisions included reductions of approximately 29 million barrels of crude oil and 
104 million mcf of natural gas relating to higher selling prices. 


(c) Includes 17 million barrels in 2009, 16 million barrels in 2008 and 20 million barrels in 2007 of crude oil reserves relating to noncontrolling 
interest owners of corporate joint ventures. 


(d) Excludes approximately 480 million mcf of carbon dioxide gas for sale or use in company operations. 


Production sharing contracts 


The Corporation’s proved reserves include crude oil and natural gas reserves relating to long-term supply 
agreements with governments or authorities in which the Corporation has the legal right to produce or has a revenue 
interest in the production. Proved reserves from these production sharing contracts for each of the three years ended 
December 31, 2009 are presented separately below, as well as volumes produced and received during 2009, 2008 
and 2007 from these production sharing contracts. 


Crude Oil, Condensate and Natural Gas 


Liquids Natural Gas 
Africa, 
United Asia and United Asia and 
States Europe Africa Other _ Total States Europe _Other_ Total 
(Millions of barrels) (Millions of mef) 
Production Sharing Contracts 
Proved Reserves 
At December 31, 2007 ..............0.4. — oa 154 63 217 — — 1,519 1,519 
At December 31, 2008 ................. — — 188 82 270 — —_— 1,604 1,604 
At December 31, 2009 ................. — —_— 161 68 229 —_— — 1,599 = 1,599 
Production 
Q00 ste we ac eead habs tebe ede ak wes § — — 33 a 40 — — 67 67 
QOOS x acelin sev ha. Paracas Gee ack don Oe HS — — 37 4 41 — — 103 103 
2009 oe hes & ote ole a eens eee — —_— 36 5 41 —_— —_— 136 136 


Standardized Measure of Discounted Future Net Cash Flows Relating to Proved Oil and Gas Reserves 


Future net cash flows are calculated by applying prescribed oil and gas selling prices used in determining year- 
end reserve estimates (adjusted for price changes provided by contractual arrangements) to estimated future 
production of proved oil and gas reserves, less estimated future development and production costs, which are based 
on year-end costs and existing economic assumptions. Future income tax expenses are computed by applying the 
appropriate year-end statutory tax rates to the pre-tax net cash flows relating to the Corporation’s proved oil and gas 
reserves. Future net cash flows are discounted at the prescribed rate of 10%. The discounted future net cash flow 
estimates do not include exploration expenses, interest expense or corporate general and administrative expenses. 
The selling prices of crude oil and natural gas are highly volatile. The prices which are required to be used for the 
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discounted future net cash flows do not include the effects of hedges and may not be representative of future selling 
prices. The future net cash flow estimates could be materially different if other assumptions were used. 


United Asia and 
At December 31 Total States Europe Africa Other 
(Millions of dollars) 
2009 
Future TEevenues.; 62246464549 bin3 bo 4b405484 $65,275 $14,047 $20,298 $18,615 $12,315 
Less: 
Future production costs ............-.-0000- 18,336 4,037 7,289 4,154 2,856 
Future development costs.................. 11,041 2,532 3,829 1,798 2,882 
Future income tax expenses ................ 17,976 2,744 5,114 8,601 1,517 
47,353 9,313 16,232 14,553 7,255 
Future net cash flows.................00005- 17,922 4,734 4,066 4,062 5,060 
Less: discount at 10% annual rate.............. 6,521 2,106 1,653 841 1,921 
Standardized measure of discounted future net cash 
TOW Ses sare a cae oe aha tee eee eeigee eciseeceasa eae $11,401 $ 2,628 $ 2,413 $ 3,221 $ 3,139 
2008 
Future revenues .......... 000.000 cece eee ee $46,846 $9,801 $15,757 $12,332 $ 8,956 
Less: 
Future production costs ..............-000- 15,884 3,422 5,998 3,763 2,701 
Future development costs...............0.. 10,649 1,983 4,014 1,781 2,871 
Future income tax expenses ................ 9,299 1,467 2,741 4,440 651 
35,832 6,872 12,753 9,984 6,223 
Future net cash flows.................000008 11,014 2,929 3,004 2,348 2,733 
Less: discount at 10% annual rate.............. 4,050 1,602 984 493 971 
Standardized measure of discounted future net cash 
111 C0), eR $ 6,964 $ 1,327 $2,020 $ 1,855 $ 1,762 
2007 
Future revenues .......... 0.00 cee eee eee $94,955 $18,876 $32,778 $28,960 $14,341 
Less: 
Future production costs ..............00005 17,862 2,733 7,569 4,770 2,790 
Future development costs...............0.. 10,118 1,472 4,329 1,640 2,677 
Future income tax expenses ................ 33,833 5,291 12,083 14,309 2,150 
61,813 9,496 23,981 20,719 7,617 
Future net cash flows................0200005 33,142 9,380 8,797 8,241 6,724 
Less: discount at 10% annual rate.............. 11,237 3,792 2,826 2,155 2,464 
Standardized measure of discounted future net cash 
MNO WS xe poe Sass ottee as sede Ge ap wid Recs Bias we $21,905 $5,588 $5,971 $ 6,086 $ 4,260 
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Changes in Standardized Measure of Discounted Future Net Cash Flows Relating to Proved Oil and Gas 


Reserves 
For the Years Ended December 31 


Standardized measure of discounted future net cash flows at beginning of 


VEAL evicted ian iet he a Rie snes aaa 


Changes during the year 


Sales and transfers of oil and gas produced during year, net of production 


GOSS sad.. fa site eae DoE Batt 
Development costs incurred during year 


Net changes in prices and production costs applicable to future 


production.................00. 
Net change in estimated future development costs 


Extensions and discoveries (including improved recovery) of oil and gas 


reserves, less related costs 


Revisions of previous oil and gas reserve estimates 


Net purchases (sales) of minerals in place, before income taxes ........ 


Accretion of discount ............. 


Net change in income taxes......... 


Revision in rate or timing of future production and other changes....... 


Standardized measure of discounted future net cash flows at end of year ... 


2009 2008 2007 
(Millions of dollars) 


$ 6,964 $21,905 $12,361 


(5,030) (7,934) (5,917) 
1,927 2,523 2,605 


7,484 (28,627) 18,646 
(227) (1,056) (2,554) 


426 334 3,173 
1,855 1,730 4,036 
165 18 (50) 
1,235 4,109 2233 
(4,061) 13,859 (9,259) 
663 103. (3,369) 


4,437 (14,941) 9,544 
$11,401 $ 6,964 $21,905 
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(a) 
(b) 
(c) 


(d) 
(e) 
f) 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
QUARTERLY FINANCIAL DATA 


(Unaudited) 
Quarterly results of operations for the years ended December 31: 
Sales and Net 
Other Income (Loss) Diluted Net 
Operating Gross Attributable to Income (Loss) 
Revenues Profit(a) Hess Corporation per Share 
(Million of dollars, except per share data) 
2009 
First. 0... cece cece eee eee eae $ 6,915 $ 533 $ (59)(b) $ (.18) 
SeCON jis ee ed ae es oa wed wk 6,751 756 100 (c) 31 
MIE, 2 ade Se ee ee oS Se Aes 7,270 832 341 (d) 1.05 
Fourth... 0.00. cc cece eee eeeeeeuee 8,678 1,282 358 (e) 1.10 
2008 
BYES tcc. te so taeda aca ace at atenacta nie 4. au ae hatouase $10,647 $1,788 $759 $2.34 
SeCONd asso lois ee a 11,711 2,084 900 2.76 
TIT, casks oe 8. photai tl at Wed Rie te ls dea ae 11,396 1,904 775 237 
Pousily 6 i40¢480hei4 000 4onekeo 05 7,380 656 (74)(f) (.23) 


Gross profit represents sales and other operating revenues, less cost of products sold, production expenses, marketing expenses, other 


operating expenses and depreciation, depletion and amortization. 


Includes after-tax charges of $13 million related to asset impairments in the United Kingdom North Sea and $16 million for retirement 


benefits and employee severance costs. 


Includes after-tax charges of $31 million to reduce the carrying value of production equipment in the United Kingdom North Sea and 


materials inventory in Equatorial Guinea and the United States. 
Includes after-tax gains of $101 million primarily relating to the resolution of a royalty dispute. 


Includes after- tax charges of $34 million for the repurchase of bonds and $10 million for pension plan settlements related to employee retirements. 
Includes after-tax charges of $17 million related to asset impairments in the United States and United Kingdom North Sea and $9 million 


associated with Hurricanes Gustav and Ike in the Gulf of Mexico. 


The results of operations for the periods reported herein should not be considered as indicative of future 


operating results. 
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 


None. 


Item 9A. Controls and Procedures 


Based upon their evaluation of the Corporation’s disclosure controls and procedures (as defined in Exchange 
Act Rules 13a-15(e) and 15d-15(e)) as of December 31, 2009, John B. Hess, Chief Executive Officer, and John P. 
Rielly, Chief Financial Officer, concluded that these disclosure controls and procedures were effective as of 
December 31, 2009. 


There was no change in internal controls over financial reporting identified in the evaluation required by 
paragraph (d) of Rules 13a-15 or 15d-15 in the quarter ended December 31, 2009 that has materially affected, or is 
reasonably likely to materially affect, internal controls over financial reporting. 


Management’s report on internal control over financial reporting and the attestation report on the 
Corporation’s internal controls over financial reporting are included in Item 8 of this annual report on Form 10-K. 
Item 9B. Other Information 


None. 


PART III 


Item 10. Directors, Executive Officers and Corporate Governance 


Information relating to Directors is incorporated herein by reference to “Election of Directors” from the 
Registrant’s definitive proxy statement for the annual meeting of stockholders to be held on May 5, 2010. 


Information regarding executive officers is included in Part I hereof. 


The Corporation has adopted a Code of Business Conduct and Ethics applicable to the Corporation’s directors, 
officers (including the Corporation’s principal executive officer and principal financial officer) and employees. The 
Code of Business Conduct and Ethics is available on the Corporation’s website. In the event that we amend or waive 
any of the provisions of the Code of Business Conduct and Ethics that relate to any element of the code of ethics 
definition enumerated in Item 406(b) of Regulation S-K, we intend to disclose the same on the Corporation’s 
website at www.hess.com. 


Information relating to the audit committee is incorporated herein by reference to “Election of Directors” from 
the registrant’s definitive proxy statement for the annual meeting of stockholders to be held on May 5, 2010. 


Item 11. Executive Compensation 


Information relating to executive compensation is incorporated herein by reference to “Election of 
Directors — Executive Compensation and Other Information,” from the Registrant’s definitive proxy statement 
for the annual meeting of stockholders to be held on May 5, 2010. 


Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters 


Information pertaining to security ownership of certain beneficial owners and management is incorporated 
herein by reference to “Election of Directors — Ownership of Voting Securities by Certain Beneficial Owners” and 
“Election of Directors — Ownership of Equity Securities by Management” from the Registrant’s definitive proxy 
statement for the annual meeting of stockholders to be held on May 5, 2010. 


See Equity Compensation Plans in Item 5 for information pertaining to securities authorized for issuance under 
equity compensation plans. 
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Item 13. Certain Relationships and Related Transactions, and Director Independence 


Information relating to this item is incorporated herein by reference to “Election of Directors” from the 
Registrant’s definitive proxy statement for the annual meeting of stockholders to be held on May 5, 2010. 


Item 14. Principal Accounting Fees and Services 


Information relating to this item is incorporated by reference to “Ratification of Selection of Independent 
Auditors” from the Registrant’s definitive proxy statement for the annual meeting of stockholders to be held on 
May 5, 2010. 


PART IV 


Item 15. Exhibits, Financial Statement Schedules 
(a) 1. and 2. Financial statements and financial statement schedules 


The financial statements filed as part of this Annual Report on Form 10-K are listed in the accompanying index 
to financial statements and schedules in Item 8, Financial Statements and Supplementary Data. 


3. Exhibits 


3(1) Restated Certificate of Incorporation of Registrant, including amendment thereto dated May 3, 2006 
incorporated by reference to Exhibit 3 of Registrant’s Form 10-Q for the three months ended June 30, 
2006. 


3(2) | By-Laws of Registrant incorporated by reference to Exhibit 3 of Form 10-Q of Registrant for the 
three months ended June 30, 2002. 


4(1) Five-Year Credit Agreement dated as of December 10, 2004, as amended and restated as of May 12, 
2006, among Registrant, certain subsidiaries of Registrant, J.P. Morgan Chase Bank, N.A. as lender 
and administrative agent, and the other lenders party thereto, incorporated by reference to Exhibit(4) 
of Form 10-Q of Registrant for the three months ended June 30, 2006. 


4(2) Indenture dated as of October 1, 1999 between Registrant and The Chase Manhattan Bank, as 
Trustee, incorporated by reference to Exhibit 4(1) of Form 10-Q of Registrant for the three months 
ended September 30, 1999. 


4(3) First Supplemental Indenture dated as of October 1, 1999 between Registrant and The Chase 
Manhattan Bank, as Trustee, relating to Registrant’s 73/8% Notes due 2009 and 77/8% Notes due 
2029, incorporated by reference to Exhibit 4(2) to Form 10-Q of Registrant for the three months 
ended September 30, 1999. 


4(4) Prospectus Supplement dated August 8, 2001 to Prospectus dated July 27, 2001 relating to 
Registrant’s 5.30% Notes due 2004, 5.90% Notes due 2006, 6.65% Notes due 2011 and 
7.30% Notes due 2031, incorporated by reference to Registrant’s prospectus filed pursuant to 
Rule 424(b)(2) under the Securities Act of 1933 on August 9, 2001. 


4(5) Prospectus Supplement dated February 28, 2002 to Prospectus dated July 27, 2001 relating to 
Registrant’s 7.125% Notes due 2033, incorporated by reference to Registrant’s prospectus filed 
pursuant to Rule 424(b)(2) under the Securities Act of 1933 on February 28, 2002. 


4(6) — Indenture dated as of March 1, 2006 between Registrant and The Bank of New York Mellon as successor 
to JP Morgan Chase, as Trustee, including form of Note. Incorporated by reference to Exhibit 4 to 
Registrant’s Form S-3ASR filed with the Securities and Exchange Commission on March 1, 2006. 


4(7) | Form of 2014 Note issued pursuant to Indenture, dated as of March 1, 2006, among Registrant and 
The Bank of New York Mellon, as successor to JP Morgan Chase as Trustee. Incorporated by 
reference to Exhibit 4.1 to Registrant’s Form 8-K filed with the Securities and Exchange 
Commission on February 4, 2009. 


4(8) | Form of 2019 Note issued pursuant to Indenture, dated as of March 1, 2006, among Registrant and 
The Bank of New York Mellon, as successor to JP Morgan Chase, as Trustee. Incorporated by 
reference to Exhibit 4.2 to Registrant’s Form 8-K filed with the Securities and Exchange 
Commission on February 4, 2009. 
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4(9) 


10(1) 


10(2) 


10(3) 


10(4) 


10(5)* 
10(6)* 
10(7)* 
10(8)* 
10(9)* 
10(10)* 


10(11)* 


10(12)* 


10(13)* 


10(14)* 
10(15)* 


10(16)* 


10(17)* 


Form of 6.00% Note, incorporated by reference to Exhibit 4.1 to the Form 8-K filed on December 15, 
2009. Other instruments defining the rights of holders of long-term debt of Registrant and its 
consolidated subsidiaries are not being filed since the total amount of securities authorized under 
each such instrument does not exceed 10 percent of the total assets of Registrant and its subsidiaries 
on a consolidated basis. Registrant agrees to furnish to the Commission a copy of any instruments 
defining the rights of holders of long-term debt of Registrant and its subsidiaries upon request. 


Extension and Amendment Agreement between the Government of the Virgin Islands and Hess Oil 
Virgin Islands Corp. incorporated by reference to Exhibit 10(4) of Form 10-Q of Registrant for the 
three months ended June 30, 1981. 


Restated Second Extension and Amendment Agreement dated July 27, 1990 between Hess Oil 
Virgin Islands Corp. and the Government of the Virgin Islands incorporated by reference to 
Exhibit 19 of Form 10-Q of Registrant for the three months ended September 30, 1990. 


Technical Clarifying Amendment dated as of November 17, 1993 to Restated Second Extension and 
Amendment Agreement between the Government of the Virgin Islands and Hess Oil Virgin Islands 
Corp. incorporated by reference to Exhibit 10(3) of Form 10-K of Registrant for the fiscal year ended 
December 31, 1993. 


Third Extension and Amendment Agreement dated April 15, 1998 and effective October 30, 1998 
among Hess Oil Virgin Islands Corp., PDVSA V.L, Inc., HOVENSA L.L.C. and the Government of 
the Virgin Islands incorporated by reference to Exhibit 10(4) of Form 10-K of Registrant for the fiscal 
year ended December 31, 1998. 


Incentive Cash Bonus Plan description incorporated by reference to Item 5.02 of Form 8-K of 
Registrant filed on February 10, 2009. 


Financial Counseling Program description incorporated by reference to Exhibit 10(6) of Form 10-K 
of Registrant for fiscal year ended December 31, 2004. 


Hess Corporation Savings and Stock Bonus Plan incorporated by reference to Exhibit 10(7) of 
Form 10-K of Registrant for fiscal year ended December 31, 2006. 


Performance Incentive Plan for Senior Officers, incorporated by reference to Exhibit (10) of 
Form 10-Q of Registrant for the three months ended June 30, 2006. 


Hess Corporation Pension Restoration Plan dated January 19, 1990 incorporated by reference to 
Exhibit 10(9) of Form 10-K of Registrant for the fiscal year ended December 31, 1989. 


Amendment dated December 31, 2006 to Hess Corporation Pension Restoration Plan incorporated 
by reference to Exhibit 10(10) of Form 10-K of Registrant for fiscal year ended December 31, 2006. 


Letter Agreement dated May 17, 2001 between Registrant and John P. Rielly relating to Mr. Rielly’s 
participation in the Hess Corporation Pension Restoration Plan, incorporated by reference to 
Exhibit 10(18) of Form 10-K of Registrant for the fiscal year ended December 31, 2002. 


Second Amended and Restated 1995 Long-Term Incentive Plan, including forms of awards 
thereunder incorporated by reference to Exhibit 10(11) of Form 10-K of Registrant for fiscal 
year ended December 31, 2004. 


2008 Long Term Incentive Plan, incorporated by reference to Annex B to Registrant’s definitive 
proxy statement filed on March 27, 2008. 


Forms of Awards under Registrant’s 2008 Long Term Incentive Plan. 


Compensation program description for non-employee directors, incorporated by reference to 
Item 1.01 of Form 8-K of Registrant dated January 1, 2007. 


Amended and Restated Change of Control Termination Benefits Agreement dated as of May 29, 2009 
between Registrant and F. Borden Walker, incorporated by reference to Exhibit 10(1) of Form 10-Q of 
Registrant for the three months ended June 30, 2009. A substantially identical agreement (differing 
only in the signatories thereto) was entered into between Registrant and John B. Hess. 

Change of Control Termination Benefits Agreement dated as of May 29, 2009 between Registrant 
and John P. Rielly. Substantially identical agreements (differing only in the signatories thereto) were 
entered into between Registrant and other executive officers (including the named executive officers, 
other than those referred to in Exhibit 10(15)). 
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10(18)* 


10(19)* 
10(20)* 
10(21)* 


10(22) 


10(23) 


21 


23(1) 


23(2) 
31(1) 


31(2) 


32(1) 


32(2) 


99(1) 


101(INS) 
101(SCH) 
101(CAL) 
101(LAB) 
101 (PRE) 
101(DEF) 


Letter Agreement dated March 18, 2002 between Registrant and F. Borden Walker relating to 
Mr. Walker’s participation in the Hess Corporation Pension Restoration Plan incorporated by 
reference to Exhibit 10(16) of Form 10-K of Registrant for the fiscal year ended December 31, 2001. 


Agreement between Registrant and Gregory P. Hill relating to his compensation and other terms of 
employment, incorporated by reference to Form 8-K of Registrant filed January 7, 2009. 


Agreement between Registrant and Timothy B. Goodell relating to his compensation and other terms 
of employment. 


Deferred Compensation Plan of Registrant dated December 1, 1999 incorporated by reference to 
Exhibit 10(16) of Form 10-K of Registrant for the fiscal year ended December 31, 1999. 


Asset Purchase and Contribution Agreement dated as of October 26, 1998, among PDVSAV.L, Inc., 
Hess Oil Virgin Islands Corp. and HOVENSA L.L.C. (including Glossary of definitions) 
incorporated by reference to Exhibit 2.1 of Form 8-K of Registrant dated October 30, 1998. 


Amended and Restated Limited Liability Company Agreement of HOVENSA L.L.C. dated as of 
October 30, 1998 incorporated by reference to Exhibit 10.1 of Form 8-K of Registrant dated 
October 30, 1998. 


Subsidiaries of Registrant. 


Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm, dated February 26, 
2010. 


Consent of DeGolyer and MacNaughton dated February 26, 2010. 


Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a) 
(17 CFR 240.15d-14(a)). 


Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a) 
(17 CFR 240.15d-14(a)). 


Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) 
(17 CFR 240.15d-14(b)) and Section 1350 of Chapter 63 of Title 18 of the United States Code 
(18 U.S.C. 1350). 


Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) 
(17 CFR 240.15d-14(b)) and Section 1350 of Chapter 63 of Title 18 of the United States Code 
(18 U.S.C. 1350). 


Letter report of DeGolyer and MacNaughton, Independent Petroleum Engineering Consulting Firm, 
dated January 15, 2010, on proved reserves audit as of December 31, 2009 of certain properties 
attributable to Registrant. 


XBRL Instance Document 

XBRL Schema Document 

XBRL Calculation Linkbase Document 
XBRL Label Linkbase Document 
XBRL Presentation Linkbase Document 
XBRL Definition Linkbase Document 


* These exhibits relate to executive compensation plans and arrangements. 


(b) Reports on Form 8-K 


During the three months ended December 31, 2009, Registrant filed or furnished the following report on 


Form 8-K: 


1. Filing dated October 29, 2009 reporting under Items 2.02 and 9.01, a news release dated October 29, 
2009 reporting results for the third quarter of 2009. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly 
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized, on the 26th day of February 
2010. 


HESS CORPORATION 
(Registrant) 


By /s/__ JOHN P. RIELLY 


(John P. Rielly) 
Senior Vice President and 
Chief Financial Officer 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 
following persons on behalf of the Registrant and in the capacities and on the dates indicated. 


Signature Title Date 
/s/_ JOHN B. HEss Director, Chairman of the Board and Chief February 26, 2010 
John B. Hess Executive Officer 
(Principal Executive Officer) 
/s/_ SAMUEL W. BODMAN Director February 26, 2010 
Samuel W. Bodman 
/s/__NicHOLAS F, BRADY Director February 26, 2010 
Nicholas F. Brady 
/s/_ Grecory P. HILL Director February 26, 2010 
Gregory P. Hill 
/s/_Epiru E. Houtpay Director February 26, 2010 
Edith E. Holiday 
/s/_ Tuomas H. KEAN Director February 26, 2010 
Thomas H. Kean 
/s/_ Risa Lavizzo-MourREY Director February 26, 2010 
Risa Lavizzo-Mourey 
/s/_ Craig G. MATTHEWS Director February 26, 2010 
Craig G. Matthews 
/s/ JOHN H. MULLIN Director February 26, 2010 
John H. Mullin 
/s/_ FRANK A. OLSON Director February 26, 2010 
Frank A. Olson 
/s/ JOHN P. RIELLY Senior Vice President and Chief February 26, 2010 
John P. Rielly Financial Officer 


(Principal Financial and Accounting Officer) 


/s/_ Ernst H. von METZsScH Director February 26, 2010 
Ernst H. von Metzsch 


/s/_ F. BorDEN WALKER Director February 26, 2010 
F. Borden Walker 


/s/_ RoBert N. WILSON Director February 26, 2010 
Robert N. Wilson 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
VALUATION AND QUALIFYING ACCOUNTS 
For the Years Ended December 31, 2009, 2008 and 2007 


Balance 

Description January 1, 
2009 

Losses on receivables ...............04- $ 46 
2008 

Losses on receivables ...............045 $ 41 
2007 

Losses on receivables ...............004 $ 39 


Additions 
Charged 
to Costs Charged 
and to Other 
Expenses Accounts 


$ 13 
$ 9 
$ 5 


(In millions) 


Deductions 
from 
Reserves 


Schedule II 


Balance 
December 31, 


$ 54 
$ 46 
$ 4l 
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3(1) 


3(2) 


4(1) 


4(2) 


4(3) 


4(4) 


4(5) 


4(6) 


4(7) 


4(8) 


4(9) 


10(1) 


10(2) 


10(3) 


10(4) 


EXHIBIT INDEX 


Restated Certificate of Incorporation of Registrant, including amendment thereto dated May 3, 2006 
incorporated by reference to Exhibit(3) of Registrant’s Form 10-Q for the three months ended 
June 30, 2006. 


By-Laws of Registrant incorporated by reference to Exhibit 3 of Form 10-Q of Registrant for the 
three months ended June 30, 2002. 


Five-Year Credit Agreement dated as of December 10, 2004, as amended and restated as of May 12, 
2006, among Registrant, certain subsidiaries of Registrant, J.P. Morgan Chase Bank, N.A. as lender 
and administrative agent, and the other lenders party thereto, incorporated by reference to Exhibit(4) 
of Form 10-Q of Registrant for the three months ended June 30, 2006. 


Indenture dated as of October 1, 1999 between Registrant and The Chase Manhattan Bank, as 
Trustee, incorporated by reference to Exhibit 4(1) of Form 10-Q of Registrant for the three months 
ended September 30, 1999. 


First Supplemental Indenture dated as of October 1, 1999 between Registrant and The Chase 
Manhattan Bank, as Trustee, relating to Registrant’s 7% Notes due 2009 and 74% Notes due 2029, 
incorporated by reference to Exhibit 4(2) to Form 10-Q of Registrant for the three months ended 
September 30, 1999. 


Prospectus Supplement dated August 8, 2001 to Prospectus dated July 27, 2001 relating to 
Registrant’s 5.30% Notes due 2004, 5.90% Notes due 2006, 6.65% Notes due 2011 and 
7.30% Notes due 2031, incorporated by reference to Registrant’s prospectus filed pursuant to 
Rule 424(b)(2) under the Securities Act of 1933 on August 9, 2001. 


Prospectus Supplement dated February 28, 2002 to Prospectus dated July 27, 2001 relating to 
Registrant’s 7.125% Notes due 2033, incorporated by reference to Registrant’s prospectus filed 
pursuant to Rule 424(b)(2) under the Securities Act of 1933 on February 28, 2002. 


Indenture dated as of March 1, 2006 between Registrant and The Bank of New York Mellon as 
successor to JP Morgan Chase, as Trustee, including form of Note. Incorporated by reference to 
Exhibit 4 to Registrant’s Form S-3ASR filed with the Securities and Exchange Commission on 
March 1, 2006. 


Form of 2014 Note issued pursuant to Indenture, dated as of March 1, 2006, among Registrant and 
The Bank of New York Mellon, as successor to JP Morgan Chase as Trustee. Incorporated by 
reference to Exhibit 4.1 to Registrant’s Form 8-K filed with the Securities and Exchange 
Commission on February 4, 2009. 


Form of 2019 Note issued pursuant to Indenture, dated as of March 1, 2006, among Registrant and 
The Bank of New York Mellon, as successor to JP Morgan Chase, as Trustee. Incorporated by 
reference to Exhibit 4.2 to Registrant’s Form 8-K filed with the Securities and Exchange 
Commission on February 4, 2009. 


Form of 6.00% Note, incorporated by reference to Exhibit 4.1 to the Form 8-K filed on December 15, 
2009. Other instruments defining the rights of holders of long-term debt of Registrant and its 
consolidated subsidiaries are not being filed since the total amount of securities authorized under 
each such instrument does not exceed 10 percent of the total assets of Registrant and its subsidiaries 
on a consolidated basis. Registrant agrees to furnish to the Commission a copy of any instruments 
defining the rights of holders of long-term debt of Registrant and its subsidiaries upon request. 


Extension and Amendment Agreement between the Government of the Virgin Islands and Hess Oil 
Virgin Islands Corp. incorporated by reference to Exhibit 10(4) of Form 10-Q of Registrant for the 
three months ended June 30, 1981. 


Restated Second Extension and Amendment Agreement dated July 27, 1990 between Hess Oil 
Virgin Islands Corp. and the Government of the Virgin Islands incorporated by reference to 
Exhibit 19 of Form 10-Q of Registrant for the three months ended September 30, 1990. 


Technical Clarifying Amendment dated as of November 17, 1993 to Restated Second Extension and 
Amendment Agreement between the Government of the Virgin Islands and Hess Oil Virgin Islands 
Corp. incorporated by reference to Exhibit 10(3) of Form 10-K of Registrant for the fiscal year ended 
December 31, 1993. 

Third Extension and Amendment Agreement dated April 15, 1998 and effective October 30, 1998 
among Hess Oil Virgin Islands Corp., PDVSA V.L, Inc., HOVENSA L.L.C. and the Government of 


the Virgin Islands incorporated by reference to Exhibit 10(4) of Form 10-K of Registrant for the fiscal 
year ended December 31, 1998. 


10(5)* 
10(6)* 
10(7)* 
10(8)* 
10(9)* 
10(10)* 


10(11)* 


10(12)* 


10(13)* 


10(14)* 
10(15)* 


10(16)* 


10(17)* 


10(18)* 


10(19)* 
10(20)* 
10(21)* 


10(22) 


10(23) 


21 
23(1) 


23(2) 
31(1) 


Incentive Cash Bonus Plan description incorporated by reference to Item 5.02 of Form 8-K of 
Registrant filed on February 10, 2009. 


Financial Counseling Program description incorporated by reference to Exhibit 10(6) of Form 10-K 
of Registrant for fiscal year ended December 31, 2004. 


Hess Corporation Savings and Stock Bonus Plan incorporated by reference to Exhibit 10(7) of 
Form 10-K of Registrant for fiscal year ended December 31, 2006. 


Performance Incentive Plan for Senior Officers, incorporated by reference to Exhibit (10) of 
Form 10-Q of Registrant for the three months ended June 30, 2006. 


Hess Corporation Pension Restoration Plan dated January 19, 1990 incorporated by reference to 
Exhibit 10(9) of Form 10-K of Registrant for the fiscal year ended December 31, 1989. 


Amendment dated December 31, 2006 to Hess Corporation Pension Restoration Plan incorporated 
by reference to Exhibit 10(10) of Form 10-K of Registrant for fiscal year ended December 31, 2006. 


Letter Agreement dated May 17, 2001 between Registrant and John P. Rielly relating to Mr. Rielly’s 
participation in the Hess Corporation Pension Restoration Plan, incorporated by reference to 
Exhibit 10(18) of Form 10-K of Registrant for the fiscal year ended December 31, 2002. 


Second Amended and Restated 1995 Long-Term Incentive Plan, including forms of awards 
thereunder incorporated by reference to Exhibit 10(11) of Form 10-K of Registrant for fiscal 
year ended December 31, 2004. 


2008 Long Term Incentive Plan, incorporated by reference to Annex B to Registrant’s definitive 
proxy statement filed on March 27, 2008. 


Forms of Awards under Registrant’s 2008 Long Term Incentive Plan. 


Compensation program description for non-employee directors, incorporated by reference to 
Item 1.01 of Form 8-K of Registrant dated January 1, 2007. 


Amended and Restated Change of Control Termination Benefits Agreement dated as of May 29, 
2009 between Registrant and F. Borden Walker, incorporated by reference to Exhibit 10(1) of 
Form 10-Q of Registrant for the three months ended June 30, 2009. A substantially identical 
agreement (differing only in the signatories thereto) was entered into between Registrant and John B. 
Hess. 

Change of Control Termination Benefits Agreement dated as of May 29, 2009 between Registrant 
and John P. Rielly. Substantially identical agreements (differing only in the signatories thereto) were 
entered into between Registrant and other executive officers (including the named executive officers, 
other than those referred to in Exhibit 10(15)). 

Letter Agreement dated March 18, 2002 between Registrant and F. Borden Walker relating to 
Mr. Walker’s participation in the Hess Corporation Pension Restoration Plan incorporated by 
reference to Exhibit 10(16) of Form 10-K of Registrant for the fiscal year ended December 31, 2001. 
Agreement between Registrant and Gregory P. Hill relating to his compensation and other terms of 
employment, incorporated by reference to Form 8-K of Registrant filed January 7, 2009. 
Agreement between Registrant and Timothy B. Goodell relating to his compensation and other terms 
of employment. 

Deferred Compensation Plan of Registrant dated December 1, 1999 incorporated by reference to 
Exhibit 10(16) of Form 10-K of Registrant for the fiscal year ended December 31, 1999. 

Asset Purchase and Contribution Agreement dated as of October 26, 1998, among PDVSA V.L., Inc., 
Hess Oil Virgin Islands Corp. and HOVENSA L.L.C. (including Glossary of definitions) 
incorporated by reference to Exhibit 2.1 of Form 8-K of Registrant dated October 30, 1998. 
Amended and Restated Limited Liability Company Agreement of HOVENSA L.L.C. dated as of 
October 30, 1998 incorporated by reference to Exhibit 10.1 of Form 8-K of Registrant dated 
October 30, 1998. 

Subsidiaries of Registrant. 


Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm, dated February 26, 
2010. 


Consent of DeGolyer and MacNaughton dated February 26, 2010. 


Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a) 
(17 CFR 240.15d-14(a)). 


31(2) 


32(1) 


32(2) 


99(1) 


101(INS) 
101(SCH) 
101(CAL) 
101(LAB) 
101 (PRE) 
101(DEF) 


Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a) 
(17 CFR 240.15d-14(a)). 


Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) 
(17 CFR 240.15d-14(b)) and Section 1350 of Chapter 63 of Title 18 of the United States Code 
(18 U.S.C. 1350). 


Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) 
(17 CFR 240.15d-14(b)) and Section 1350 of Chapter 63 of Title 18 of the United States Code 
(18 U.S.C. 1350). 


Letter report of DeGolyer and MacNaughton, Independent Petroleum Engineering Consulting Firm, 
dated January 15, 2010, on proved reserves audit as of December 31, 2009 of certain properties 
attributable to Registrant. 


XBRL Instance Document 

XBRL Schema Document 

XBRL Calculation Linkbase Document 
XBRL Label Linkbase Document 
XBRL Presentation Linkbase Document 
XBRL Definition Linkbase Document 


* These exhibits relate to executive compensation plans and arrangements. 


EXHIBIT 21 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
SUBSIDIARIES OF THE REGISTRANT 


Hame of Company =_dumiedicnon_. 
Hess. Energy Exploration Limited occ. ea pads eee eed eae send © bes alan eee aso Delaware 

Hess Lamted 3.0. cei eee ete eS ed ed ie ba OOS Pe ete ae Ge ee ae eee & United Kingdom 
Amerada Hess Production Gabon. .......... 0.0... eee Gabon 

Hess (Thailand) Limited ... 0... 0.0... 0. cc eee eee ae United Kingdom 
Hess:Oilvand Gas Holdings.Inc:: 23.:.065¢elanvsiee bees eesee desde ine age es Cayman Islands 

Hess Oil Company of Thailand (JDA) Limited. ......................0...0..0040. Cayman Islands 

Hess Equatorial Guinea Inc. 2 cia eben hee we ee ee sae eda eb ee eda tee ee Cayman Islands 

Hess International Holdings Limited........... 0.0.0.0... 2c eee eee Cayman Islands 

Hess International Holdings Corporation..........0..0 0.00... ee Delaware 

Hess Labya-(Waha) Limited caccas cde vies ee aes owed wae Pe Pee cele ee SME Cayman Islands 

Hess (Netherlands) Oil & Gas Holdings C.V. . 1... 2 tee The Netherlands 
Hess (Netherlands) Exploration and Production Holding B.V..................0000-. The Netherlands 
Hess (Netherlands) U.S. GOM Ventures B.V. ..... 0.0.00... eee The Netherlands 
Hess Capital Services Corporation... 2.0... 0.0... ee Delaware 

Hess. Canada Holdings B.Vin. oasis ecb eae eedow Rak eaeG ede eed wee hoe kee eed The Netherlands 
Hess West Africa Holdings Limited ............ 0.0000... 2. eee eee eee Cayman Islands 


Other subsidiaries (names omitted because such unnamed subsidiaries, considered in the aggregate as a single 
subsidiary, would not constitute a significant subsidiary). 


Each of the foregoing subsidiaries conducts business under the name listed, and is 100% owned by the 
Registrant. 


EXHIBIT 23(1) 


Consent of Independent Registered Public Accounting Firm 
We consent to the incorporation by reference in the following Registration Statements: 


(1) Registration Statement (Form S-8 No. 333-43569) pertaining to the Hess Corporation Employees’ 
Savings Plan, 


(2) Registration Statement (Form S-8 No. 333-94851), pertaining to the Hess Corporation Amended and 
Restated 1995 Long-Term Incentive Plan 


(3) Registration Statement (Form S-8 No. 333-115844) pertaining to the Hess Corporation Second 
Amended and Restated 1995 Long-Term Incentive Plan, and 


(4) Registration Statement (Form S-8 No. 333-150992) pertaining to the Hess Corporation 2008 Long- 
Term Incentive Plan, 


(5) Registration Statement (Form S-3 No. 333-157606) of Hess Corporation; 


of our reports dated February 26, 2010, with respect to the consolidated financial statements and schedule of Hess 
Corporation and consolidated subsidiaries and the effectiveness of internal control over financial reporting of Hess 
Corporation, included in this Annual Report (Form 10-K) for the year ended December 31, 2009. 


Garnet + LLP 


New York, New York 
February 26, 2010 


Exhibit 31(1) 
I, John B. Hess, certify that: 
1. I have reviewed this annual report on Form 10-K of Hess Corporation; 


2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which such 
statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as 
of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board 
of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Hh 6 es 


John B. Hess 
Chairman of the Board and 
Chief Executive Officer 


Date: February 26, 2010 


Exhibit 31(2) 
I, John P. Rielly, certify that: 
1. I have reviewed this annual report on Form 10-K of Hess Corporation; 


2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which such 
statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as 
of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board 
of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


” fet te 


John P. Rielly 
Senior Vice President and 
Chief Financial Officer 


Date: February 26, 2010 


Exhibit 32(1) 


CERTIFICATION PURSUANT TO 


18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


In connection with the Annual Report of Hess Corporation (the Corporation) on Form 10-K for the period 
ending December 31, 2009 as filed with the Securities and Exchange Commission on the date hereof (the Report), I, 
John B. Hess, Chairman of the Board and Chief Executive Officer of the Corporation, certify, pursuant to 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 


(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange 
Act of 1934, as amended; and 


(2) The information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Corporation. 


ms Nhe 6 Hees 


John B. Hess 
Chairman of the Board and 
Chief Executive Officer 


Date: February 26 , 2010 


Exhibit 32(2) 


CERTIFICATION PURSUANT TO 


18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


In connection with the Annual Report of Hess Corporation (the Corporation) on Form 10-K for the period 
ending December 31, 2009 as filed with the Securities and Exchange Commission on the date hereof (the Report), I, 
John P. Rielly, Senior Vice President and Chief Financial Officer of the Corporation, certify, pursuant to 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 


(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange 
Act of 1934, as amended; and 


(2) The information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Corporation. 


By - Kibb 


John P. Rielly 
Senior Vice President and 
Chief Financial Officer 


Date: February 26 , 2010 


COMMON STOCK 


DIVIDEND REINVESTMENT PLAN 


Listed New York Stock Exchange (ticker symbol: HES) 


Transfer Agent and Registrar 

BNY Mellon Shareowner Services 

480 Washington Boulevard 

Jersey City, NJ 07310-1900 

Telephone: 1-866-203-6215 
http:/www.bnymellon.com/shareowner/isd 


DOCUMENTS AVAILABLE 


Copies of the Corporation’s 2009 Annual Report on 
Form 10-K, Quarterly Reports on Form 10-Q, Current 
Reports on Form 8-K and its annual proxy statement filed 
with the Securities and Exchange Commission, as well as 
the Corporation’s Code of Business Conduct and Ethics, 
its Corporate Governance Guidelines, and charters of 

the Audit Committee, Compensation and Management 
Development Committee and Corporate Governance and 
Nominating Committee of the Board of Directors, are 
available, without charge, on our Web site listed below or 
upon written request to the Corporate Secretary, Hess 
Corporation, 1185 Avenue of the Americas, New York, 
New York 10036. e-mail: corporatesecretary@hess.com 


The Corporation has also filed with the New York 
Stock Exchange (“NYSE”) its annual certification that the 
Corporation’s chief executive officer is not aware of 

any violation of the NYSE’s corporate governance 
standards. The Corporation has also filed with the SEC 
the certifications of its chief executive officer and chief 
financial officer required under SEC Rule 13a-14(a) as 
exhibits to its 2009 Form 10-K. 


ANNUAL MEETING 


The Annual Meeting of Stockholders will be held on 
Wednesday, May 5, 2010, 1 Hess Plaza, Woodbridge, 
New Jersey 07095. 


Information concerning the Dividend Reinvestment Plan 
available to holders of Hess Corporation common stock 
may be obtained by writing to BNY Mellon Shareowner 
Services, Dividend Reinvestment Department, P. O. 
Box 358015, Pittsburgh PA 15252-8015, or by calling 
1-866-203-6215 


CORPORATE HEADQUARTERS 


Hess Corporation 

1185 Avenue of the Americas 
New York, NY 10036 
212-997-8500 


OPERATING OFFICES 


Exploration and Production 
Hess Corporation 

One Allen Center 

500 Dallas Street 
Houston, Texas 77002 


Hess Limited 

The Adelphi Building 
1-11 John Adam Street 
London WC2N 6AG 
England 


Marketing and Refining 

Hess Corporation 

1 Hess Plaza 

Woodbridge, New Jersey 07095 


Hess Web site 
www.hess.com 


© Mixed Sources 
Product group from well-managed 
forests, controlled sources and 
recycled wood or fiber 


FSC www.fsc.org Cert no. BV-COC-080903 
© 1996 Forest Stewardship Council 


The Hess Annual Report cover and editorial sections are printed on 
recycled paper made from fiber sourced from well-managed forests and 
other controlled wood sources and is independently certified to the Forest 
Stewardship Council (FSC) standards. 


© 2010 Hess Corporation 


HESS 


1185 Avenue of the Americas 
New York, New York 10036 


www.hess.com 


